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MR. FRAWLEY: sre Chairman, we are 
ready to proceed this morning with srme matters which 
were left unfinishei when the Commission adjourned on 
the 4th of August. 

I anticipate that we will 
not take more than two weeks, perhaps not all of two 
weeks to conclude those matters end then there will need 
to be a short adjournment because my instructions are 
that Dre Frey cannot come to attend the final,-which I 
hope will be the final session of the Commission until 
about the: Loth of October. That is the tentative date 
which has been fixed but I’am ready this morning to go on 
with the completion of these further matters and I propose 
to call Mr. Cottle tu make a statement with respect to what 
in fact transpired in the Conservation Board since we 
last met. Of course there have been very many serious 
chan. ges in the economics of the country and it may he 
that something should be said about that. 

THE CHATRMAN; Well we, as a Board, are not 
urmindful of the serious effects that the war in which our 
Himpire is engaged may have upon the oil industry in some, 
and perhaps indeed all, of its branches. 

We think perhaps it is 
right to say that upon war be ing declared we invited 
Cuunsel for the Commission to inquire from the Govern- 
ment of the day whether or not it was desired that the 
Commission should continue at all. It was thought wise 


that the work of the Commission thus far should not be 
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abandoned but rather. $.1% we suould proceed with a view 
to making a report as of say the first of September of 
this years Now we are of course content to do that but 
at the same time we feel that everything should be 
done that may be done by all interested parties to ex- 
pedite the work of the Commission and to bring it to 

am end as speedily as may te. 


MRe FRAWLEY: Mir. Cottle. 


FREDERICK Ge COTTLE, having 
been recalled, examined by iir. Frawley said: 
Mr. Cottle, you are still under oath? 
Yes. 
You are a member of the Institute of Chartered Accountants 
of the Province of Alberta? 
Yes. 
And you are a member of the Conservation Board? 
Yes. 
Of what is called tre Petroleum and Natural Gas Conser~ 
vation Board? 
That is right. 
Under what Statute is your Board set up and functioning? 
The Oil and Gas Resources Conservation Act. 1938. 
Being Chapter 1? 
Chapter 1 of the second session of 1936. 
hiRe FRAWLEY: hire Chairman, sometime ago I 
gave to both yourself and iir. Commissioner Lipsett copies 
of that Statute. You may not have them before you now. 
THE CHATHMAN: We have them but we have not 


got them here. 


«ike SMITH: Me ewoneienen. L intervene to 
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G- Cottle 


say that I am appearin, for the Conservation Board and 
for the witness. 


(Mr. A» Le Smith, K.C.). 


MRe FRAWLEY: Now lire Cottle, by the way 
just let us put on the record, there was a Statute, 

ne Ol) ang Gas Gonservation Act, 1938, Chapter 15 
of 1958? 

Yes. 

And under that Statute, the Board functioned for a tines 
under that Statute, is that right? 


That is right. 
But that Statute has now been repealed by the Statute to 


which you have just now referred? 


That is right. 

Now lir. Cuttle, some question has been raised in the Com- 
mission which seems to make it desirable that the Com- 
mission should know what in point of fact the Conservation 
Board does when it functions as a Conservation Board and 
issues production orders, allowables, as they are called 
in the Turner Valley field.» Now would you be good enough 
tu make a statement as to what the Conservation Board does 


iu fact do in the exercise of its duti«.s under this 


Statute? 


I will be very glad to. JI have prepared what I have to 
Bay in ti.e form of a memorandum which I have in front of 
Mes I made some last minute alterations and corrections 
in the memorandum and I propose when I am finished to have 
what I say put in proper form. In the meantime I can dis- 
tribute copies of what I am going to read. 


MRe FRAWLEY: If you would. 
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THE CHATRMAN: Well now this memorandum 
does centain yuur last minute changes? 
Yes. 
The changes which ycu have just referred to? 
Yes, they are just changes in rough and 2 prefer to fide 
them latex. 
ine FRAWLBY: When you speak of filing 
something, yov mean a clean copy of what you heave just 
handed in? 
Ch yese 
THE CHALTPMAN: But this is 2inel im form? 
Yes. 
All right. New are you filing that, ix. Frawley? 
Mae FRAWLEY: I presume that may as well 
be filed, sir. Smith. 
MK. SMITH: sil, BLaNG 

(SUBMISSION BY MR. COTTLE 


PRODUCED AND mAnKED AS HK- 
HIBE? "bo" ) 


MR. FRAW EY: Very well, tire Cottle? 
Memorandum for submission to the :icGillivrary Gonmission. 

Commission Counsei has 
asked me to appear before this Ccmmission fcr the pur- 
pose cf explaining the procedure of The Petroleum and 
Natural Gas Conservation Bsard ix pro rating the oil 
wells in the Turner Valley Field and to discuss any 
cther matters relatirg to the Board which may be of in- 
terest to the commission. 

The Petroleum and Natural 
Gas Conservation Board was constituted and functions pur- 


suant to the provisions of The Oil and Gas kKesovrces 
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Conservation Act. 

The copies have bdeen given 
to you. 

Q MRe FRAWLEY: You had better let me have. 
@ Gopy because I gave my copies to the Commission? 
(Witness hands copy of Conservation Act to Mr. Frawley). 
MRe FRAWLEY: Thank you. 

WITNESS: Do you wish e copy filed 
asp an Exhibit? 
WR. FRAWLEY: Oh I think not. 

A The purpose of the Act ts set out im Section © which 
reads as follows: 

"3. The intent, purpose and object of this Act 
“is to effect the conservation of oil resources 
“Nand gas resources or both in the Province by 
"the control or regulation of the production of 
"oil cr gas or both, whether by restriction or 
"prohibition and whether generally or with 
"respect to any specified area or any specified 
“weil cr wells or by repressuring of any oil 
"field, gas field or oil gas field and, inci- 
"dentally thereto, providing for the compulsory 
“purchase of any well or wells." 

To this end the Board has 
been given the power set out in Subsection 1 of section 
16 of the Act which reads as follows: 

"16.--{1) In order to effect the intent, pur-~ 
“nose and object of this wct, the Board is here~ 
“by authorized and empcwered with the approval 


“of the Lieutenant Governor in Council to con« 
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"trol and regulate the production of petroleum 
"either by restriction or prohibition or both, 
"or to repressure any oil field, gas field or 
"oil gas field and, incidentally thereto, to 
"provide for the compulsory purchase of any 
"well nr wells, and for such purposes to make 
“such orders and regulations as the Board 
"deems requisite." 

the Board is also 
charged under Section 22 with the duty of enforcing 
regulations made pursuant to The Oil and Gas Wells 
Act, 1991 and for your information I offer as an 
Exhibit a copy of these regulations. 

(COPY OF REGULATIONS PRO- 

DUCED BY THE WITNESS 

COTTLE HpRa MWARKED AS 

pO Game. WA o lei | 
WITNESS: The primary objective of 
the Conservation Board is to regulate the productinn of 
individual oil wells in such 4 manner as to ensure a 
reasonably efficient operation of the field. Reasonable 
efficiency in this field cannot be obtained if wells 
are permitted to produce at open-flow capacity. Hence, 
restriction of production is an essential part of the 
conservation scheme. 

The extent of restriction 
of production, however, need not necessarily be determined 
only by efficient rates of production as, in the opinion 
of the Board, the Turner Valley Field is capable of pro- 
ducing efficiently ene soa than is required by the 
present market. The total amount of oil which the Con- 


servation Board permits the field to produce is presently 
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determined, therefore, as the maximum anount of oil 
which can be disposed of in the market. 

The Board has no intention 
of restricting or controlling the murket in any way | 
whatsoever and accordingly, the only interest the Board 
has in the market is to forecast the amount of pro-~ 
duction which refiners are going to require from the 
field. 

if, in the Board's opinion, 
the amount of the total requireticnt proved to be more 
than the field could produce with reasonable efficiency 
the Board would, of course, restrict the total production 
of the field below the amount of the requirenent. As I 
have said, however, the requirement to date has never 
been sufficient to cause the Board to curtail production 
below it. Accordingly the amount of oil which the Board, 
from time to time has permitted the field to produce 
has been determined as the amount of oil which coulda 
reasonably be expected to be required by the persons 
taking delivery of the production. 

It has been said that the 
Board is pro rating to markets, implying that one of the 
functions the Board has assumed is that of controiling 
or in some way interfering with the markete buch an 
implication is an improper one as the Board has never 
attempted at any time to affect the volume of the market 
or to bring any forces to bear on the field price of 
crude. It may be said that the Board is pro rating to 
markets but the only significance in such a statement 


is that the Board has permitted the field to produce 
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es much oil as the market requires and has in nu way 
interfered with a healthy relationship between supply 
and demand» 

The Board has never lost 
Sight of the fact that its chief and only power has 
been to conserve. It is inevitable. however, that 
production will be marketed. But it is also apparent 
that the effect which any action of the Board may have 


Oo Hartt s te 216 iobrect and at most incidental to ths main 


The ovjeet ox the Board 
LOD LSsulie @ pro ravion order is not so much to deter= 
mine the total amount of oil which the field may pro- 
duce but rather to see that each well in the field 
produces a proper proportion of the total so as to in- 
suve efficient production and to maintain equity. kEf- 
ficient produstion, as far as the field as a whole is 
concerned, requires rateable withdrawais from the fieid 
having in mind the characteristics of each well in ree 
tao3.0on to all other wells in the field. The procedure 
which I shall explain, then, nas to do with the method 
by which the Board determices the daily allowable of each 


well in relation to the total ailowable for the fleld. 
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| Before preparing a pro ration 

\ schedule, the Board determines, in respect of each well in 
the field, its assigned acreage, its gas/oil ratio, its 
capacity to flow and its bottom hole pressure. Each of 
these factors has, in the opinion of dthe,Board, & very 
real bearing on the relative position of each well in the 
reservoir.. The Boarf will not assign more than forty (40) 
acres to any one well and in case a well is drilled on 
less than forty (40) acres will not assign more than the 
acreage controlled by the cpcrator. The gas/oil ratio igs 
determined and revised from time to time from records of 


actual production which the Board obtaing in the fiel@ or 


keeps in its office, The capacity to flow and bottom hole 
pressure are determined by actual tests ccnducted by the 
Field Staff maintained by the Board. 

Having determined the above 


factors in respect of each well the Board then proceeds tu 


ae 


compute the allowable cf each well in the following manner: 
1. Having determined the total daily production of 


the field to be prorated to the wells it is divid- 


\ ed into four equal parts. The first part is apport- 
ioned to each well in the proportion that the assigned 
acreage of each well bears to the total assigned 
acreage in the field. The second part ig apportioned 
\ to each well in the proportion that the bottom-hole 


pressure of each woll bears to the sum of the bottom-hole 
pressures of all wells. The third part is apportioned 
to each well in the proportion that the tested rate of 
flow of each well bears to the sum of the tested 

rates of flow sf all wells. The fourth part is 


apportioned to each well in the proportion that the 
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reciprocal of each well's gas/nil ratio bears to 
the sum of the reciprocals of the gas/oil ratins of 
all wells. 

I may interject there that the 
term "reciprocal" is »vsed to indicate that the Board gives 
woight in the inverse proportion of the gas/oil ratio, so 
that a well with a large gas/oil ratio receives a relatively 
smaller allewable than a well with a low gas/oil ratio. 

Adding the four apportionmenis described above, we 
arrive at what is termed the initial sharing position 
of each well. The sum of the sharing positions equais 
the total allowable production of the field. 

©» All wells are then divided into two groups, the 
first group comprising those weils having gas/oil 
ratios less than 3,000 cubic feet per barrel; the 
other group comprising those wells having gas/oil 
ratios in exeuss of 6,000 cubie feet per barrel. 
(Wells with gas/oil ratios in exeess of 31,0U0 cubic 
feet sare ‘classed as gas wells and are not involved in 
these calculations.) If the Board allowed those welis 
with sxcessive gas/oil ratios to produce at the rates 
indicated by their initial sharing positions, there 
would be excessive volumetric withdrawal from those 
vells. Accordingly, the Board sets @ maximum withdrawal 
nf gas for each well in the seennd group equivalent 

to the amount of gas which the well in the first group 
with the largest sharing position would produce if its 
gas/oil ratio were 3,000 cubic feet per barrel and it 
were produced at its initial sharing position. 

For example if the largest sharing position of any 


well in the first group were 500 barrels, tue maximum 
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gas displacement would be computed as 1,500, 00u 

cubic feet. 

The Board then divides the gas/oil ratio of eacfk, 
Wold in the second group into the maximum gas dis- 
placement (1,500,00uU cubic feet in the abuve 
illustratiou) in order to determine the maximum oil 
displacement allowable of such wells. The sharing 
position of any well, the disvlacement allowable of 
which is less than its sharing position, is then 
‘reduced to the displacement allowable. 

os A Dumber of wells; due to their individual 
characteristies, are unable to produce efficiently 
their sharing positions ascertained under paragraphs 
one or two described above. The shariny positions 

of sucli wells are reduced to the amount which the 
Board considers proper in each ase. 

ae Tue sum of the “toval reductions in initial 
Sharing positions made as described under paragraphs 
two and three above are then added to the initial 
sharing positions of those wells with gas/oil ratios 
Léss than 3,000 scubie feet per barrel in proportion 
to the sharing position of each of swh wells. 

The sharing positions revised as 
described above then become the allowables of each well. 
Subsequent to the issuance of a proe- 

ration schedule in the manner described above, a new 
well may be brought into production. As goon as 

may be after completion of the well, tests are made 
to determine bottom-hole pressure, gas/oil ratio and 
rate of flow. The Board then makes a computation to 


determine ag nearly as possible what the allowable of 
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the new well would be if it were included in the last 

proration schedule. The well is then given a temporary 

allowable based on such a calculation. When gubdsequent 

schedules are prepared, however, all such welis are 

included. 

Tt should be borne in mind nar the 

procedure descritec above, although followed by the Board 
at the present time, ig subject to change at any time and 
in any manuer deemed proper by the Board. 
THE CHAIRMAN: May I interrurt to ask you, how 
often do you make out these new gehedul+s; according tc the 
number of wells that come in or what is your test? 
Mere 18.00 fixed time Limit, Mr. Chairman, but in the past 
the requirement for cil has changed with sufficient frequency 
that in our judgment we very seldom had to revise the 
schedule to take care of changing characteristics. Le 
there were a static requirement and there were no new wells 
coming in to production, I presume we would desire to change 
the schedules about every thirty days or thereabouts. But 
we have not had to consider that in the past because other 
conditions: beyond our control have caused us to change our 
schedule with sufficient freauency to take care of changing 
characteristics. 
The coming in of new welisg alone would affect your schedule 
you consider? 
Yes, because the coming in of new weils and granting additional 
allowables would, of course, upset the relationship between 
the requirement and the total production. 
How frequently have you been making sehedules? 
Sore as frequently as a week apart on some occasions. We 
would like to see a schedule stay in effect a month, however. 


MR. COMMISSIONER LIPSET?T: When you give a temporary ailowable, 
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Mr. Cottle, does that mean that the daily allowable production 
is increased that much or do you take that percentage orf 
every other well? 

No, temporarily the tetal field prouuction is incraased that 
much and then we take care of it on the next schedule. 

As historical data is accumulated concerning the charact- 
eristics of the wells and the conditon of the reservoir 

it is inevitable that the Board will revise its pro~ 

ration formula or at least change the relative weight given 

to the various factors used. It should also be »burne in 

mind that the application of the formula does not result in 
static allowables as there is a constent change in the various 
eharacteristics of the various wells. Accordingly i¥igs 
essential that new schedules re computed with reasonable 
frsquency, even though there need be no change i. the total 
allowable production of the field. In this way 25 16 
possible to keep the production of each well in »yroper 
relationship te the whole field in the light of changing 
characteristics. 

Evidence has been given before 
this Commission having to do with the Board's policy 
concerning storage and tne levelling of production rates 140 
avoid excessive production in the summer and too little 
production in the winter. 

If it were possible to maintain 
an even rate of production throughout the year there ig no 
Coubt but that greater production efficiency could be 
attained. Hene> the Board is not opposed to, but rather 
encourages the accumulation of storage stocks during slack 
seasons so as to avoid excessive production during peak 


seasons. The Board, however, is not in the business of 
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purchasing and storing cil and the maintenance of a uniform 
rate of production can only be achieved by those persons 
wh are willing to store oil. Refiners and purchasers of 
oil store consiAerabls quantities at all times. The 
fluctuations in seasonable domand in this country are so 
great, however, that the persons storing oil are unable tc 
carry sufficient stocks to maintain a uniform rate of 
production through all seasons. indeed this precedure 
would require such a heavy investment in storage tanks that 
it is doubtful, in my mind, if the additional cost involved 
would be justified by the increased efficiency obtained in the 
fieli. Nevertheless tho Roard encourages reasnnable stocks 
of oil being accumulated prior to peak demand periods and 
some success has been achieved in this direction. 

The conerete proposal suggested tn 

this Commission in evidence, however, was that an 
indivifiual producer whose well, during the low production 
period, was producing at less than a rate of maximum 
efficiency, - at that point I should say by rate of 
maximum efficiency I mean the maximum rate at which efficient 
production can he obtainsA, - ghould be permitted to produce 
his well up to the maximum efficient rate and store the excess 
production above ground. Quite apart frnm the virtue there 
may be in storing oil above grnund or the inadvisability 
of a well being restricted below its maximum efficient rate 
ef production, the Board could not permit this procedure 
or any other which wnuld involve the production of any well 
at a rate greater than its allowavle. Obviously, in an 
administration of this kind, the Board must treat all 


persons alike ani, having. determined a well's proportion of 
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total production, it could not allow that well to produce 
more than that proportiun. For this reason the Poard makes 
no distinction either between the owner of an oil well who 
1g also a refiner and the owner of a well who is not, or 
between the owner of a well who sells his production under 
contract and one who sells +0 all cumers. In short the cwner 
of a well, the allowable of which is one hundred barrels per 
day, is permitted to produce only one hundred barrels per 
day and as far as the Board is concerned he may do with his 
product es he pleases whether he intends to store it, refine 
it or sell it. 

Mie result Of hrs YolLicy te snet. 
subject always to the possibility of the total requirement 
at any time exceeding the efficient production rate of the 
ehtire field, the Board permits the field to produce as much 
Xil as there is any requirement for end each well in the 
field is permitted to produce its full share of the total 
production. 

Some point was made in ovidence 
before the Commission of the fact that, on the Board's 
Schedules of May 13th and 19th last, several wells were 
given allowables in excess of the capacity of those wells 
to produce. This procedure was criticized and presumably 
was cited as an indication of some fault in the Board's 
method of pro-ration. 

At the time this criticism was 
made the production of the field was rapidly wveing increased 
tc take care of increasing requirements for oil. A schedule 
had been issued on April 1st, 1939, providing Tor the 


productiun of 17,500 barrels per day. This was superseded 
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vy a further schedule on April 28th, 1939, providing for 
19,500 barrels per day. Then on May 13th, 193Y the total 
field allowable was increased to 22,500 barrels per day 
followed by a further schedule on May 19th, totalling 
25,000 barrels per day. The latter schedule remained in 
effect until June 13th, 1949, when a schedule was issued 
proviiing for 27,000 barrels per day. 

You will see that the total field 
production was increased from 17,500 barrels per day to 
25,000 barrels per day in a period of three weeks. Needless 
to say this rapid increase in rates of flow resulted in 
changes in the relative characteristics of individual wells 
and accordingly a series of schedules would be necessary to 
Biverfullvettectyrin the relative allowables of each well, 
to such changes. 

In my explanation of the anplica- 
tion of the pro-ration formula I stated that a number of 
wells, due to their individual characteristics, are unable to 
profuce efficiently their sharing positions ascertained by 
the application of the formula. Obviously a substantial 
increase in the allowables of all wells could be expected 
to result in a number of the smaller wells reaching the 
point where they could not efficiently or even inefficiently 
produce the increased allowable, Ths point of maximum 
production of such wells, however, can be ascertained only 
by trial and error and accordingly the Board expected a 
number of wells tc be unahie to produce the amount cf the 
allowable given to them in its schedule of May 13th. 

In this ennnection it should be 


said, however, that the Board does not attempt to curtail 
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unduly a number of what may be classed as minimum wells, 
and in a few instances is willing that the operatar 
produce a minimum well, subject only to the good judgment 
of the operator. This is true, however, only in respect 
of the smaller wells which, as far as the reservoir as a 
whole is concerned, are unable to create sufficient waste 
to justify the curtailment of their production. Tf such 
wells are produced in excess of a reasonably efficient rate 
the characteristics of the well will be affected, with the 
result that the maximum iisplacement feature of the formula 
will come into operation and result in a restricted allowable. 
THE CHATRMAN: i do not understand that. You 
say in the case of small wells you do not greatly concern 
yourself about them. Are nov they using up propulsive 
energy just the same as a bigger well? 
Yes, they are, to a lesser extent, of course. 
Aren’? they takine that out of the fields 
yes,that comes out of the reservoir but the amount of both 
gas and oil which comes out of that particular well is 
much smaller in relation to his acreage in the reserv7ir 
that it could hardly be said he is drawing from a neighbouring 
well. Unless, of course, he is withdrawing a very substantial 
amount of gas. 
But that is just the point? 
if he is doing that the displacement feature of the formula 
would restrict that. There are some wells incapable of 
producing much oil or much gas. 
You could not restrict that unless you are feeding them with 
something apart. A&A small well might travel along just as 
he likes? 


If he is sufficiently small to travel along as he likes, we 
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would let him. If his well is inefficient, however, the 
displacement feature of the formula operates against that. 
For instance, in the examples I gave, where the largest 
sharing position is 500 barrels, the maximum displacement 
gas allowable would be 1$ million cubic feet of gas. But 
supposing the oil/gas ratio were just under being a gas well, 
namely, asay 251,000; feet per .barrel, such well would only be 
permitted to produce 50 barrels of oil regardless of any 
other consideration because you divide the gas/oil ratio 
of 30,000 into 1$ million feet of gas and the result is a 
prouuction of 50 barrels. fhatewell sis,enurteiled according 
to displacement. 
boeisiifeyour Loriulea hs applied to.it at ally 
Et i Svs The..frormulaisvapplied,.to all wells under production 
under clause 4. 
1.40. not want. to:delay you, but I.am just concerned with one 
Stavenont here... in. thie.connmection it should be said, 
however, that the Board does not attempt to curtail unduly 
@® numter of what may be classed as minimum wells, and in a 
few instances is willing that the operator produce a minimum 
well, subject only to the good judxjment of the operator.” 
AS. an-example, take what I have just said. 
Lf ithat is,so,syou.are«not applying any formula to them, 
Oil displacement, gas/oil ratio or anything else. ‘hat I 
want to know is while I can quite understand the amount cf 
Gil wane producesameay heve,.no gerious erfect is he wasting 
propulsive energy that other people require to get this 
small amount of oil without your having or taking supe rvision 
ever him? 
If he produces more than the displacement allowable of gas, 


I would say he is wasting energy. But take the example 1 gave 
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where the restrictive feature of the formula on displacement 
reduces the well's sharing position to 50 barrels per day, 
that well might be unable to produce more than 20 barrels a 
aay, in which case we allow him to produce the 20 barrels per 
day. That iS why I say that we are willing for certain 
small wells to produce as much as they desire, subject to the 
good judgment of the opcrator. But 1f the 200 “judement jor 
the operator results in that well taking more gas than he 
SHOuUla ErOmatieoresoryoir Ne TS restrieved. Now, supposines 
the gas-oil ratio were 60,000 instead of 460,000, the 
maximum allowable would be 100 barrels per day and it might 
be that that well could not produces more than 80 barrels per 
day, in which easé we do not restrict him. But if he 
desiree to produce 1b barrels per dey, that is a dittere ut 
matter. Men Ne te violating the result we arrive at 
through the applicavion of the formuia. ‘The formula is 
applied in every case. In no instance do we allow a well, 
whether it be small or large, to produce more than the 
sharing position. 

Hennes. it (em oSsr ole) Ogle 
Schedule providing: for substantially increased prodw ticn. 
that the Board would be willing that a particularly small 
well be allowed to produce more oil than the operator finds 
it able to produce. The Board makes reasonable allowances 
fOr SUCIICONTINgGneles, nowever, in arriving at the towal 
amount of allowable production so as to insure that sufficient 
oil is produced to meet requirements. 

It was also said in evidence 
that the field was found unable to produce the amount of 
Oil provided for on its schedules of May 13th and May 19th 


and that the giving of excessive allowables to welis 
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unable to produce them was responsible for this predicament. 
Pranetvyaed wie daily field production during this period, 
however, and found that there was no truth in this suggestion. 

My analysis showed conclusively 
that on very few days was the total production any less than 
the total allowable provided by the Board's schedules. 
Agcordinpily tie effect Of wells being unable to produce 
MHeir Bellowanies was practically negligible and, if people 
at that tine were unable to obtain supplies of oil, the fault 
was neither in the Board's schedules nor in the capacities 


of the individual wells. 


(Page 13,036 follows.) 
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Q MR. FRAWLEY: That is all you have to sey 
about this, Mr. Cottle? 

4 That is all. 
MR. NOLAN: lL think, Mr. Chairman, 
Mr. Cottle can assist us by explaining the machinery in 
respect of the nominations. My memory is that there wes 
cortain evidence given here that nominations wére made to 
the Board and that oven although they nominated fnrr a sertain 
amount of oil and even although theses people's rominations 
comprised total market requirements, some cumpanies did not 
get the amount of their nomination and there is a machinosry, 
Ll take it, back of what Mr. Cottis has explained to us this 
morning, which might be of interest to the Commissiun. 

Q MR. FRAWLEY: Yes, will you do that? 
Well I believe there is some misunderstanding about the word 
"nomination". what we attempt to do is find out in advance, 
as we must of course, how much oil is gning tc be required 
from the field. For this purpose te centact every person 
that we have any reason to anticipates will require oil and 
where it is difficult to approach refineries, say in Saskatch- 
ewan, we find out in the best manner possible from the psople 
Supplying the rofineries in Saskatchowan how much oil is going 
to be required for the purpose. Now we ave interested only 
in the total amount of oil that is going to be required and 
having determined that we set our allowables accordingly. 
We do not attempt to see that seach refinery actually obtains 
the amount of vil that he says he is going to requiro. Tha t 
is up to him. We aro not buying oil for anyone nor are wa 
selling oil to anyone. Now that is all that can he saic 


about nominations because that is ail we do. 
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MR. NOLAN: Then, as I understand you 

Mr. Cottle, your interest lies only in the total smount of 

oll to be required by the industry? 

That is right. 

Then you sse that the allowable is set accordingly? 

That is right. 

So that the sum of the nominations, if I may call them that, 
would be the allowable? 

That is right. 

Well then, how would it arise that somebody would not ges ths 
amount of oil for which they had nominated if the field is 
always able to produce its market requirements and I understand 
Lt vl St 

Well a person who reguires oil and has not his own wells, can 
only obtain oil, of course, by buying it from somcone who has 
it and 4 can quite reedily imagine thet there may be difficulty 
in the negotiations between the rofiner and the person who 

has production; that being a possibility, of course there is 
also * the possibility that the refiner would not bo ina 
position to get his oil because we cannot interfere with 
arrangoments bitween purchasers and sellers of oil and indeed 
we do not attempt to intorfere with them; for instance if 

Mr. Plotkins requires more oil then he has contracted for with 
the well that he has a contract with, he must necessarily buy 
his oil from someone who has it. 

MRe FRAWLBY: And that is no coneern of yours? 
That is no concern of the Board at all. 

MR. MACLEOD: It is of consequence, Mr. Cottle, 
that if one nominator or intending purchaser takes one and a 
half times the quantities nominated for and everybody else 


wants the guantity they nominated, somebody goes short, is 
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that it? 

That is always a possibility but we dn not even attempt to 
sse that the people who tell us they are going to require sc 
many barrels a day actually take it; we know from our 
records after it happens, we know they did take it and often 
for that reason we have gauged the total field production 
based cn what we think may happen. We do not feel bound 

by the so-callod "nominations" 6ntirely. Woe exercise our 
own good judgmont in dealing with it. 


t 


133) 
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MR. MAHAPFY: May I ask a quostion ju 


this particular point, Mr. Chairman? 


THR CHAIRMAN: Certainly. 
MR. MAHAFFY: I take it from what you seid, 


Mr. Cottle, that your whole concern in fixing thc allowables 
of the field is what the markot will absorb? 

At the present time that is the controlling factor for the 
reason that I stated, that is that the field is presently 
capable of producing with efficioncy more oil than the 

market will absorbe 

Yes, I approciate that, but the whole object, subject to 

that qualification, is that the market shall be supplied from 
this field? ; 

Yes, and the further purpose in pro-rating to that figure is 
to see to it that each well producos only its proper provortion 
of the total production which is going to be produced. 

That is right. 

THE CHAIRMAN: As I understend the ‘sitness. 

if the markct demand was so great that it precluded cfficient 
production to meot the dcmand, the demand would not be mot 
pursuant to the permission of the Board? 

MX. MAHAFFY: Yes, that is as I appreciate 
it. 
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MR. SMITH: That is right? 
That is right. 
MR. MAHAPFY: Yes, and putting it another way, 


he says they heve never reached that fer. 


THE CHAIRMAN: QULite Sto 
WITNESS: YeSe 
MR. MAHAFFY: Then, Mr. Cottlc, I take it that 


during these periods when the total markct requirement is low, 
that wells are producing at a figuro much less than would be 
still en efficient predusction figure? 

Will you repeat that, Mr. Mehaffy? 

Perhaps if i take an example, supposing the "A" ‘jell in your 
opinion could efficiently produce 200 barrels a day; there 
are periods during the year when that well is prcbably only 
allowed to produce 100 barrels a day? 

Yes, or even 50, yes, that follows naturally becsuse the 

fact that the field can produce efficiently more oil than is 
now being produced it follows that a number of the welis or 
all of the wells may be producing much less then the maxinum 
rate at which they could produce efficiently. 

Yes, then it also follows that as closely as you can figure 
it, the field is only allowed to produce the total market 
reguirements? 

well not as closely as we can figure it. EL mean there is not 
a very definite relationship; for instanee it would not 
matter very much if we allowed the field to produco temporar- 
ily 500 cr 100C or cven 2000 barrels more than the requirements, 
or if with a lot of storage, if ve allowed it to produce 

5000 or 2000 barrels less than the requirements, so the vords 


"As closely as possible" is not applicable. 
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Shall I say "approximately"? 

Yes, that would be proper, 

And now then is it not alsn true, as you mentioned e moment 
ago, that you are not concerned with the individual require- 
ments of tho market? 

Only as an indication of what the total requirements will 

be. 

Only as they make up the tutals? 

Yes. 

And if nne particular refiner secures the bulk of the production 
from the Valley during those periods of low production, is it 
not true that other refineries have very serious difficulty 

in getting any oil at all? 

It is guite possible that that would happen. 

And yet is it not also true that during those same periods 

the wells from which they had got the oil could produce much 
more and still be efficient producors? 

That again follows. As I stated oven during the maximum 
production period that these wclls and perhaps many other wells 
in the field could, whethor it he a low production period or @ 
high production period, produco more oil than they aro allowed 
to produce, sfficiently. 

And yet the refinories Suppliod by those wells cannot get the 
oil, is that not true? 

Well when you say "cannot get the oil", you meen thoy cannot 
get oil from those wells. 

Yes? 

Of course the wolls can only produco their allowables. The 
Conservation Board wild see they do not producs any more but 


those refineries can get oil. 
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Q Where would they get it? 
A They would have to buy it from some one who has it as they 
Q You know from your experience that they cannot buy that oil 


from other people at the field price? 


A I do not know if that is true. 

Q You know that? 

4 No, I .do not’ .know that that is true. 

Q That has been drawn to your attention? 

A In fact my impression is quite the reverse. 

Q So so far as you know these people who are short of oil can 
buy from other refineries at the field price, is that right? 

A At the field price, that is the price for the cil. They 
naturally would have to pay for the transportation of it. 

cay Now perhaps we will have to bring other evidence on that 
point but assuming that thoy cannot buy at the field price --- 

A Yes, I am willing to make that assumption with you. 

Q Now assuming they cannot buy at the field price, that would 


have the obvious offoct of placing the refinery in a very 
unhapyy position so far as the crude is concerned, would it 
not? 


4 That could be the case, yes. 


Q And it would have probably a further result of increasing his 
costs of producing the refined product? 

A On that assumption it would. 

Q And it would placo him in a® unhappy compotitive position 
with the other refineries? 

A Well if his costs were more I suppose your inguiry is predicated 


on that, his position would be an unhappy one but that is truo 
cf all refineries; I mean if a refiner cannot persuade some 


one to sell him oil he may be in an unhappy position or if 
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the refiner has to pay someone a premium he may be in an 
unhappy position too, all of which, of course, is of no vital 
concern of the Conservation Board. 

Do you not recall a situation last spring when one of the-local 
operators was unable to obtain supplies of oil? 

I recall it very well and as I recall it at that time the reason 
or the excuse that was being circulated around the street was 
that the field was unable to produce and as IT have said, that 
is not true. 

I am not asking for rumors circulating on the street but what 

I wanted to get at is what you knew about it as a momoer of tho 
Board? 

What I knew as a member of the Board is that the Conserve tion 
Board alluwed the ficld to producs the total amount of oil 
which the Board estimated would be required and in making that 
estimate we were guided by what the refiners and purchasers 

of of1 told us their requirements would be; we allowed. we 
made the ficld allowable on that casis and the field produced 
that allowable with the execption of a very, very few isolated 
dayse 

You knew, Mr. Cottle, that this particular operator Was trying 
to get oil and couldn't get it? | 
THE CHAIRMAN: You say "the operator", you mean 
"the refinery", Mr. Mahaffy- 

MR, MAHAFFY: The refinery, I will put it that 
way? 

I have heard that a certain refinery was having difficulty in 
making negotiations with the person from whom he desired to 
buy oil, yeoSe 

Yes? 
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4 ZL didn't heer that though as a result of my position with the 


Conservation Board. 


Q Wes not some complaint made to the Board about this situation? 

4 It might have been if they were ~--- 

Q Do you not know about them? 

A E do not recall any definite compleint to the Board. Thsre may 
have been. I am willing to assume thet there was, Ir the 
purpose of your question. 

Who Would know about that if you did not know? 

Well if it were it would be done by corresponéence, or d¥ 
telephone at least and EF do not know that anyone woulda Know 
better tham perhaps myself and I do not recall it. 

i) You do not recall what the situation was, is that 1%? 

Bh No, I do not remember any particular communications conesrning 
it. 

Q You do know --- 

There may have been one though. 

Q You do know there was a situation where a refiner scouldi't 
get sufficient crude oil excpaet by paying a substantial 
premium, you know that? 

MR. SMITH: You uso the words "sucxstaniiel 
premiun", why not say just "premium', 

Q MR. MAHAFFY: A premium. 

MR. SMITH: If that is what you mean, i do 
not know. 
MR. MAHAFFY: A premium? 


Well, as my recollection goes a refiner complained thet ho Was 
unable to get his requiroments of oil without paying a heudling 
Gharge which I think was 6 conts a barrel : now whethel it 
was 6 cents cr something more or something less I do not know 


and the figure 6 cents only came to me indirectly I think. 
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Q Yese Well now did you cver make any investigations -- 
MR. SMITH: Probably if there is any 


correspondence you will produce it? 

y I will be glad to produce it but I satisfied there is no 
correspondence on it but I will search the file and see what 
there is. 

MR. SMITH: Perhaps you can assist tho 
Witness if you know somebody telephoned. 

MRe MAHAFFY: I perhaps can get some further 
information. I thought Mr. Gottle would know all about it, 
to tell the each 

Q MR. MAHAFFY: But Mr. Cottic, the situation 
at that time was that you know that one operator was short of 
crude? 

A That one opcrator had not sufficient production of his own to 
meet his requirements, yes, there was an oporator in the market 


tor o115 


.< 


Q Have you any idea or did you make any investigations; somebndy 
else must have got that oil, is that not a fair statement, the 
oil was produced so far as you Know? 

3 The oil? 

Yese 

"jell thero again you put me ina difficult position bocause we 
do not see that each nominator, if you wish to call him that, 
takes what he nominates or if he gets only what he nominates. 
We are only interested in arriving at the total figure. Now 
you may say that one person's nomination was produced, I a» not 
look at it that way at all. 

Q Well then, let me ask this question, Mr. Cottle, supposing you 
said the Royalite, in one of these Schedules, "Royalite, you 


may produce 5090 barrels a day"? 
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4 Yese 

Q But Royalite only requires 2500 barrels a day for their own 
refineries and the refineries of their subsidiaries, and they 
only produce 2500 barrels a day, would not somo other oil 
refinery be going short of oil? 

A If they restricted their wells below the allowable, is that 
what you mean? 

Q Yes. 

A I presume, presumably, yes, presumably Someone would be short 
Uf oil if that happened. 
But that is something you do not worry about? 
Well I would worry about it, yes, I would worry if the wholo 
field were producing much less than the figure which we allowed 
it to produce because the total figure which we allowed it to 
produce was arrived at on the basis of what the requirements 
were Zoing to be and therefore if at that time we found that 
pecple restricted their wells below the &llowable, then we 
would have to issue a new Senedule very rapidly to see thet 
enough oil is produced, providing the total amount of oil 
could be woducsd efficiently. 

Q Yes? 

And at that time as I said in my statement there were not 

sufficient wells producing below their allowablos to produce 

any great difference at all in the total amount of oil 

produced. 

But if that inerease still did not permit of other refineries -- 

Vhat inerease, Mr. le@haffy? 

Getting their requirements? 


What inerease are you referring to? 


S. & © & 


The inerease you spoke of a moment ago, your hypothetical 


increase, to make up for the fact that some wells were shut 


are *, . ee SF. ~~ api oa nome 
75 > 
: sue , oe 
= as = Hin 
jm, os - : Be F 
iy 
, n f 3 
; as a oi 
” . ba nm . ¥ = a hee 
f : ¢ Mee 5 ee = - 
1 = J aay a" Z ) ; 
. Z 3 F ‘ . v7 
5 : : “ tiem “ : n at oy 
‘ snd : } ene en ee B t * == fe 
pa eA jes d tek We s 
i " = y : ies ie ; _ Vn By 
~ ee . A i f ie. =i) 5x4 toa ; e es ; 2 . et 
= i aes ae pone u 3 . ; . a Ate 2 te ” 
oa oi “ F ‘ kK tat = = vee ak } a a ee 
Shen ae ; ‘ ee = bes ore 2 S 
* ry ‘ u! im Pret “eG = et = 
; ‘i ae ” me i, a ae ss fe : 
a * n . ~ =a * ens e af . 
ier .. ie * t = we ‘ eo 5 ~ 
> = i ‘ = ~ : e me 4 a i . =f 
‘ i. " p} at z _ (ae . si betel — 0 ¢ aS a pe - 
. } 2 : i 5 et: : as z eS p ; 
nae poet y ne = Lege . 2 t 
by % el F i : is a . . Je ee ' 
beer : ee - a) - Pe i n 
= > % an ~ a Lat cf = Pee oy Z fe - oe “- 36 tot ae 
ey ‘ ‘ E=<3 - sli ¢ 
ee can ue = oo cs 2 % ea - i 
Hie i = . : ie 7s = < ha ‘ = 
a4 ‘ sal F ae - . ey tL -, 
= 4 4 . -- 2 
ae 5 : By, : eer = pan 4 
j ‘ 1 B foe : = ~ cn 
2 = wat Cad ‘ . 4 ue ig = 7 : : vie : 
q is at) vines ca eae = 2 i f 
f t 4 ‘ 5 : ' 2 
. a . 1 eC ¢ ve ne ea ‘ 
ee € ‘ ‘ ue me es = Z, 5 = € 
; : Wake = phe - 1 3 {> 
rs 3 5 x : = 
4 -- i ag ata 0 a 
= =, y! ole. 
j oe 5 : te co : “ i - ie ole 
{ Sa rr Ss baa a z 2 “ : 
joni’ of - y eee ee Rice aid Fi ea, ay 2.5 
ms 4 t = E q A i ee . - 2 a ; de. . : 
: = ~ < ; roa ; A oe a 4 : : = 
Sr a c 4 “ ;: tse ; Pay 5 
~~ By H F * et : ‘J « Ea = ; 
= - : , : its ais a = ’ ae : 
: al - a Fa re a . : Mud 
~ i ¥ ¥ - . 
4 ig Tiwed 
< F . en = z, = Sy - 
. . = ‘ 4 : ie : 
F : oh ane » F a 
= ‘ es © ’ le . bie) 5 
ey 2 i aif =A 
Cc) E ‘ ee = a 
amet - oe 3 a : ' . : ns ‘ 
Fs s =o t c ; i 
: “ “ he 2 dns r3 
a meh a : seer) : a 
se a at * ‘ ay 
3. a oy-4 
c : rat « ¥ - ri 
R b weed i a : 
rk as " es ‘ = 2 <=. 
1% a ; § ? = : 3 
at 5 ; A = > “ - 3 
‘ E i ot a ; . = a ’ 9 
Pd ne * . Le: “ae nf ps 5 
rai i = - s ries ses, ees 
uy 1 2 , ‘ia S 
~4 2e 5 heat Sass ' Lo ‘: ‘ 
Pal Bl é terete ‘ " if Zi rs 
hs ni = aD) = ' Ms i LES, F _ 4 ee Meo 
~ ea = as eat F ou “ ® 
Paws : tiie tal sos i 3 : 
ae ast i Sead ea ‘ { 5 = 
“ i tod t coon : == ‘ +25 eee 
tee NY + 1 at a e : s e 
es % oe 2 = Gd ~ 
. = ‘ te 4 i‘ y - A 
ae ae, : < : : es 
re * 1 if) _ -- 
4 \n : = aa ” ‘ On - 
~ a oF . la 
ne: i . eal > 25 = u hee f 
xa bs . foe = is aa a f 
Cay oa] Fe 
2 x : i é i 
{ sa] rae a 1 . =e 
r ba rs : < 2s 
she ana ‘ ; 
: ; : 
ier = 


C-2 


Bil 
FP. Ge 


@ 


ya) 


&) 


&e& DD & 


~ 13,046 - 


Cottle 


down? 

Oh, yes, I understand. 

If that increase still did not permit of independent refinerics 
getting their oil, then what? 

“@ll, we would inerease it again if that happened. 

Until you reached the efficient production figure? 

Until we reached the efficient production figure. 

And then what? 

Until we reached the point of exceeding the efficient point 
and then --=- 

Yes? 

Then that is the end, beyond that we would not go. 

I see? 

Whether someone was short of oil or not, that would not 
interest us. 

Insofar as your concern, so far, just as you said a moment 
ago, you are really not concerned with the individual 
requirements which make up your total requirements? 

That is guite right. 

Bxeept in that you get tho total? 

Pake in Mr. Plotkins’ case, for instance, it is no concern 

of ours how Mr. Plotkins gets his oil or how mueh he pays for 
it. 

Or whether he gets it at all? 

Or whether he gets it at all. We are willing to see that the 
field produces sufficient oil to take care of sll requiremsntSe 
Aha it is"up to nin to get it whero and how he may? 

Quite. 

MR. SMITH: It is just commerce, in other 


words. 
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MR. MAHAFFY: Yes, I realize that but we 
will get a little more than that now. 

MR. MAHAFFY: Nov take that same ¢ase, 
Mr. Cottle, you have mentioned, Mr. Flotkins, I am quite 
content to use that as an examples, if there is a well or wells 
in the field capable of supplying Mr. Plotkins' refinery, 
producing at a rate which does not excecd your idea of an 
efficient production rate, would any harm come to the 

field from allowing those wells sufficient to supply him? 
Whether harm would come to the field or not, we would not 
permit it because it would disturb the réteable withdrawal 
of oil from the Reservoir which is our idea of conservation 
and equity; when we arrive at what a well's proportion of 
production is and we arrive at that based on what that well 
has, on all the charactoristics of that well in relation to 
the total, we will not under any circumstances allow thai 
well to produce more than that proportione 

I understand that and as you say that is your idea of equity. 
find conservation. 

And ¢@onservation? 

Yese 

“ould £t not also be your idos of equity that having adopted 
that premise, you should then go one step further and say, 
mow if we are going to consorve this field, if we are going 
to be oquitable aquenee producers, then wo must see that the 
refineries are allowed to obtain their requirements"? 
Allowed to obtain their requirements? 

YeSe 

Well whether we thought well of that suggestion or not. we 
have no power SG Ul Cos 


Pardon? 
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We have no power so to do, to see that a refiner gets his oil; 
it is no coneern of ours. 

Just stop there, Mr. Cottle, would it not be a sound recommend- 
ation for this Sommission to make to the Government that you 


be given that power? 


Mr. SMITH: lL take it thet Mr. Gottle can 
answer thet but I doubt if the Cummission would want him to. 
MR. MAHAFTY: Cam just asking him, My Lord, 


if there is a missing link in this Act, I am sure Your Lordship 


wants to know about it and wants to hear any recommendsetion he 


may have about it. 

MR. SMITH: I am not objecting to facts. but 
the Commission can draw its conelusions from the facts. ‘:hat 
Iwas suggesting, perhaps the Commission, having heard the 
facts, the Commission might not be interested in hearing what 
Mr. Cottle thought about those facts. 

THE CHAIRMAN: Of course Mr. Cottle has now had 
wide oxperience in the workings of the Act as it stands and 
out of that experience has knowledge which would justify him 
in expressing an opinion that his power should be increased 
or curtailed, vr the Board's power and we would be glad to 
hear about it. 

VITNESS: I am quite willing to express 
an opinion, which, of course, is entirely my own, and that 

is, to do as you suggest, Mr. Mahaffy, we would be going a 
little further than a proper conservation and I do not think 
it would be practical personally>» 

Ma. MAHAFFY: Now, Mr. Cottle, is not the 
primary  xbject of the Act which you are administering, the 
conservation of the field? 


That is right. It is so stated in the Act. 
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And as long as wells are producing at their most efficient 
production figure, you are satisifed in the last analysis? 
Nc, not necessarily at all. 

Then you do base your conelusions on market requirements, ta 
you? 

No, we based our total but you meade the statement that so 
long as a well is produced at its point of maximum efficiency 
that wo are satisfied. 

No, the field, I did not mean the individual well. 

The field, quite. 

The field? 

Yes, I will agree with you. 

At the most efficient figure? 

Yese 

But then you do feel that you have an additional burden on 
your shoulders of restricting production to the market 
requirements? 

Yes, for the reason that we have to insure that no individual 
well produces more than its fsir proportion, its proper pr opor- 
tion, having in mind conservation. 

Having launched yourself into this additional field of market 
requirement; acon is something asids from the effect of 
conservation, is it not, or it may be something? 

Well, there you aremaking the suggestion that we are launching 
ourselves into markot; from what point of view do you mean 
we are launching ourselves into the market? 

From this point of view that you are furthcr restricting tho 
production of the field down to market requirements? 

Yes, but at the same time we are perfectly willing that the 
field produce as much as anyone reasonly dosires frcem thet 


field. 
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Q THE CHAIRMAN: ° What Mr. Mahaffy want to know, 
as I understand it, is where do you get your authority for 
pro-rating to markets, providing always that no wells are 
producing more than they efficiently may, why are you 
concerned about pro-rating as between owners in this divided 
pool, where is the authecrity for it and why are you concerned 
with it, is that right? 

MR. MAHAFFY; Theat if the Piset point, 27, 
and then following from that my suggestion, My Lord, is this, 
that if the Board does take unto itself the duty of reducing 
production to market requirements, then hand in band with 

that should gc the authority frcem the Board to sso that the 
refineries invelvod get the supplics they need. 

THE CHAIRMAN: You say the pro-rating to market 
has nothing to dn with the question that you are putting to 
the Witness and we want to be clear on that, pre-rating to 
market has nothing to do with conservation; that is a matter 


of undertaking to deal cquitably as between all owners in the 


field. 
MR. MAHAFFY: That is right. 
THE CHAIRMAN: Now you say if you are going 


to concern yourself with oquity at ail you should be concorned 
thet your procedure does not do inequity, that is your positicn? 
MR. MAHAFFY: Yese 
THE CHAIRMAN: I am taking it a step at a time, 
Where do you get Your authority for pro-rating to market under 
the Act in which you are charged with the duty of conservation? 
A Well I think to answer that, the term "pro-rating to market" 
requires a definition; it is suggested there is some sinister 


thing abcut pro-rating to market, I thinke 
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Q THE CHAIRMAN: Chy Bes 
When a producer is curtailed, because we are not intending 
to regulate the markets at all; all that we are trying to 
do is to find out how much oil is going to be produced. 

Q Mr, Cottlco, you misunderstand, pro~rating to market docs 
not mean you have a thing to do with the market, it merely 
means the market being what it is, you in some meesure 

divide it up pro-rata amongst those interested in supplying it? 

A YeSe 

Q Of course it has nothing to do with your juggling of the 
market, pro-rating means it is getting its share of the 
existing market whatever it may be and the question that is 


put to you, why are you concerned that each should get his 


Share, you are not an arbitrary judge you are a conservation 
officer? 
vd 
A YoeSe I see your point, sir, and we are not at all concerned 


that sack one gets his share of the market, not slightly 
concerned, but we are coneerned that cach well produces only 
its proportion of what is going to be produced. 

Q SLT rignt? 

A Now the amount of oil which is going to bo produced is the 
amount of oil which is going to be Marketed and something 
has to be done with it -~-- 

8) All right but why are you concerned that each well should 
gets it share? 

3 Of the total production? 

Yes? 

So as to have a reasonably equitable ratable withdrawal 
of oil from the Reservoir because we do not think that 
conservation nor oquities can be maintained in that 


Reservoir unless there are ratable withdrawals based 
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on the characteristics of each Well. 

Yes, but I do want to understand this, Mr. Mahaffy, he 

gives you a premise that well "A" can efficiently produce, 
in relation to the field, from its 40 acres, so much oil --- 
No, pardon me for interrupting, he didn't say in relation 

to the ficld. He said it could efficiently produce, which 
is quite a different thing. 

All right, can efficiently produce oh 40 acres S00 much oil, 
you say in relation to the field, that may be something very 
different again? 

Quitee 

Because it may be disturbing the equilibrium of the field? 
Yes, and result in that 40 acres producing more oil than the 
Conservation Board thinks it should, hsving in mind the 
characteristics of that property and that well in relation 
to the characteristics of all other propertics and wells in 
the field which would result in an inequitable withdrawal 


from the Reservoir in our opinione 


( Go to Page 14,053 } 
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Q 


A 


wo Unset Ls not surely ih your.own mind; You are con- 
fusing equity and conservation: But let us keep 

them apart for the minute. You may have authority t3 

do equity between all the owners in the field; I do 

not know. If the act says sco, Mr. Frawley can point 

to it if you have. There should be no confusion between 
the two. Conservation is not concerned with equities 
between ownors. Et is to conserve the pool so that 

it may produces, efficiently as 1 understand it: 

The pool, yes. 

The; pool may ve efficiently produced and nothing is 
wasted. That has nothing to do with equities between 
individual owners at all. Now if a given well is al- 
jowed to produce efficiently that either means thet 

that well can produce eificiently without injuring other 
parts of the field or it means that thet wells produc tion 
is to be determined by how many other wells there are in 
TDS OG! malhe stile Gbunot right? 

Yes; Lb would, say that is right...When you say a well can 
produce efficiently then you are faced with the hecess- 
Ltywor ‘@elining of course, efficiency. When is a well 
efficient. Ne two wells are alike in Turner Valley. 
Bech one of them will produce at a different gas oil 
ratio than its neighbor. Nevertheless they may be 

all efficient from one point of view though they may 

may be all inefficient from another point of view de- 
pending on somebodys idea of what efficiency ise 
Tevonesertt ionent production of ea gwell-- I do not, think 
we ever went into this before and that is why I am pur- 
suing it -— is the efficient production from a well in 


whole or in vart governed by the number of other wells 


there are in the pool’ 
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A By relation to the individual wells efficdency or lack 

Or 1G v0 the cifriciency or Lack of It to allot the other 
wells 

iG Viet ieecrs, | [het Ls Our sulde of the ireletive «ei 
Leaencyr Of Bn “individual well. No well is efficient 

rum Wile perreot sense. “There 1s NG perrection an efr- 
icienoy inthe production of’ o13.° O11 cannot be produced 
at least in this field and as far as F know in most 

Other Tisids without Some gas being produced with it. 

Wow tne MOSt eCiricient rate of production of a well 

must <i Gourse Ge when the well is not producing at ali 
because it cannot displace any energy... If there was any 
pas wasted at all from the withdrawal of oil from the 
reservoir it withdraws that energy unless there is some 
other energy which we know nothins of. So that 

Wien you Speak of efficiency you' can only speak of it 
With resnect to some standard you might have in’ mind.-In 
a word that the relatively efficient well must withdraw 
more enérey (rom the reservoir than the 'reletively inerf— 
icient well and that must necessarily be becauss of get- 
ting the most efficient withdrawal you can from the re- 
Sservoir. If the efficient wells do not produce more than 
the inefficient wells the energy would be gone when the 
p-oduction Hoporoucnes or Long before the recovereule pro-= 
GuUctiON LS recovered, sO thet any Conservation “scheme 
Mey, provade 108 “the relatively efficient wells producing 
mOre ClL thenotune relavively inerricient wells having in 
mind only conservation. Now you can call that ecuity and 
certainly I call it equity but, you will find nothing in 
the act mentioning equity of course. 

I am leaving equity out of this entirely. ‘We will come to 


that. I am on a wholly different thing “ BE that poo. 
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F. G. Cottle 


was owned by one person only you would not be concerned 
with equity would you? 

A OT “course rove 

Q Definitely not. 

A And’ if that pool were controlled by one verson it is 
quite possible this person would produce different amounts 
of oil from the present wells for that reason, because in 
that case the’ less eitficient wells perhaps would be clos- 
ed altogether, The conservation board would not 


go -thet “far; 


2 


A person might Own the pool and put down wells and he 

would be nacurally concerned with the efficient and econ- 

onleak production would he not, from his whole field’ 

A Yes, unless he is possessed with the law of capture, he 
would. 

Q If he owned the whole field he is not worried about the 
Lew of capture? 

A if “he owred “the whole Tisid that would be probable. 

Q uf he owned the whole field he could produce a well at 

a certiin rate é6fficiently- There would be an efficient 

rate at which that could be produced‘ 

A. No, there 18 4 range of efficiency in wme wells which 
might differ considerably: The efficient rate is not just 
a given figure per barrel, to the decimal point, by any 
means, in my estimation. 

 Pestepe (so haveing “hat one well he could find out 
what was the rate of withdrawal he could make from it. 

A The range yes is what he could ascertain. 

Q The ranges), alright. If he put more holes down would that 
change the rate? If this is one person who owns one pool. 
Let us keep to that for the minute. 

A If you put more wells down you would have an effect on that 


well that is already down. 
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Q@ .¥es ? 

A It would depend on where you put them. 

4) It would @epend on where you put them, Ves ? 

A If he put a well many miles, in the same field, away from 
this particular well, the effect of that well would nat- 
urally be much less than one richt on the legal juining 
sub-division. 
ee tae es Wilda ae If Toomey inverruot Lf would 
suggest that bir. Cottle is really not competent to speak 


On Ss Su0jcor Like Tht as That Us én eneinesrine proolem. 


MR. PFPRAWLIY + He seems to be doing very 
well. 
MR. etary 4 I have no reflection on Mr, 


cottle at all but as tc how a field would be most effic- 
16ently -prediuced., | do not think Mr. Cottle is competent 
tO Say’. 

A All I am endeavoring to do:‘is give to the Commission the 
benefit of the views of the Conversation Board which of 
course have been obtained by consulting experts, and the 
policy that we are following. 

THE CHAIRMAN; You see this Board functions 
in a certain way and what the witness has said on the face 
would seem to Me that pro-rating was one thing between 
individual owners in a pool and that nroducing from the 
pool at its maximum efficiency is quite amother thing and 
thet. the two might be onnosed one to the other. I am just 
tryine to follow up to see how the Bonw Went about it. 

MR MABRY : Probably an actual example 

COL wellwnight clear the situation, “1f £ might ask one 

or two questions. 


THE, ChAT RMAN ; Certainly. 
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SMITH 3 I-wonder a2 Lf may intervene. 
In using the term maximum efficiency, if you take thet 
singly owned field as Your Lordship mentioned, and if one 
person owns the whele of it, and he had a well, the eff- 
iciency might be to close thet down altogether even though 
he thad “one well and “did not drill another one. We cannot 
contine this subject. It must be in some range, probably 
an arbitrary range, and is just what the Board seems tu 
Neve done nerer As they say, "By cotiparison we Tind so 

end 0". "ney Guote @ Limit and ‘above “that they “say it is 
a gas well. Now may I just continue. You said a moment 
ago that the position in equity between owners and conser- 
VWeuLon are) emuiresy Gdirtrerent. IT think, 22 2 Doblowed you 
GOrrectly, Vou said they might be onposivet “But if you 
Leave OUT Uile word owner ~ perhaps’ one Cavnot eppiy the 
word “equity vo ‘land but ‘you get the principle, I think in- 
my mind which is the underlying principle with the Board 
so that in an area a well shall be cperated so that it 
shall not only be efficiently operated itself but that it 
shall not be an injury to the B area, That is a very- 
sound principle and that is equity. 

THe CHALRMAN : PT POLEOR Toast perrectly oat 
just TO Conclude this and clear all our minds a bit, mine 
anyway, I do not understand from whet the witness has said 
if you leave aside equity, doing equity to all owners in 
thevfielm, af you léave that aside and it were on. ‘pool 
and one owne1 who had che well in operation sounc judge- 
ment micht indicate he would close it down as you have 
pointed out. But unquestionably if sound judgment indic- 
ateq tnev he rom it Tull Dlast’ consistent’! with’ his’ not 
hurting the rest of his property he would undoubtedly do 


it. 
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MR. SMITH Oh yes. Of course we do not 

Think Ghat 2s°s possibility. 

THY CHATRIIAN ovine this Board says, 
You must hot do that unless you can do that consistent 

With, ell other oppers in this field getting an equal 

amount of the total that is to be nroduced from the field". 

Mra Sail TH Exactly, which again is 

based. on the property. 

THOS CHATRMAN: And-rerhaps, you are right 

in saying that true conservation involves both efficient 

production and equity between owners in a divided pool. 


But, they should not be confused. 


MR. SMITH: They should not be confused, 
THe CHAIRMAN; But what Mr. Maharfy was 


trying tO express was avout effecient production. I say 
when you get through with effecie™t production which is 
one thing you turn your mind to equitable division 
WiiGho1s another thing and Mr.. Cottle can tell us how he 
aoproachss, both. 

Mien OMLTE : Equitable division is one 
thing that is still bothering me. That involves owners 

Vie ido VO UVES nOvnine else. 

THE CHAIRMAN ; Et involves what the Board 
Lo JOINS Its PRLO-ravting . 

Meet UAL LEe ¢ If you divided it between 
lands I can go with you. JF do not think at the moment 
you should havs-.ovwners. Theryz esn be equities botweon lands 
as well as between owners of th:se thines having regard to 
the conservation or efficient production of cil and. gas 
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When I say owners you are 
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After all the owners 


= 
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epresent acreage, 


rn 


nen I say pro-rating 


as between Brown and Smith but as b3tween 


which in any divided pool the Browns and Smiths 


using the word Smith 


The Browns do but the Smiths 


is the trouble. 


say something about equity before we so any fur- 


suppose we have two wells in-the field. As 


there is no such thing as absolute effecien- 


au 
eo 


can only sneak of fuclency 4s. angela t somo 
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eA [e) 


We will sneak of well elit ac lency sling) 


weld B's efficiency. There are only two wells 


with.s The wells are owned by two 


NeOple; Welle Mas a. ¢as Ol retio. or say 


hasta Bee ,0ll Tatio of 


1;000 feet per barrel, It may be that the true operat- 
Ine ect Cilene vu abdo, Ot, say 2% is ead. I do not even 
Sugeest it asi mey be that the proner operating effic- 


tency wovld dicta 
arate people 
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a conservation board 
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¥. G. Cottle 


Q THE CHATRMAN: That is alright? It may 
bs Quite rlent? 

A Because well B. has something that he can produce effic- 
sently as far as he is concerned. 

Q If you have the authority to pass upon ecuity as between 
parties I think that is quite so, If you have not. then 
we come back to Mr. Mahaffy's point, why should not a 
well proguce all it can without harm to the puol as a whole, 
without disturbing the equilibrium of che whole pool? Why 
should not it #et every dollars worth »f o11 out 2f there 
it can, providing it hes not a deleterious effect upon 
the pocl as @ whole. Maybe it is wise that the total of 
the market demands be divided among these people according 
tO Ghe ecreape, or any Other vard stick you like, whe are 
ieveres (ec 2nethes, pools But tht 1s « diffe ene problem, 
ante a kc Let ne Mae stion end it mny require: a vdiitereny, 
Suswer, but the first step ia, if a given Weil ¢ n produces 
Witnou, injury t6 the fisld X barreis, if, you.are only con= 
cerned with conservation and not equity, than why should it 
HOG Berellowed TO eroduce 7 14 

A The answer to that is that under those circumstances the 
well cannot produce more than the proportion that the Board 
computes it should nroduce without doing some damage. 

G WR. SMI? In comparison with other 
wells? 

A Yes, and that the efficient rate for any one well must 
noCessarily be related to the rate of the other wells, so 
that the two problems cannot be separated. 
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THE CHAIRMAN: Ji tnAy ferrvent, Mrs Pottia, 


& 


the efficient rate of production of a well today would utter- 
iy change 1f there were one hundred more wells put in to- 
morrow. 

A It is quite possibl. it would . The total production of the 


field would. 


Ae 


I Know, it J¢ possible out unless at is a positive, fact, surely 
your prcceedure as far as conservation goes now, not equity, 
would be wrong? 


A Why would it be wrong. 


Because unless it is going to change as more wells go down 


you are certainly reducing the allowable, as more wells go 
down. 

A Ves, 

Q And. you are Neither, reducing it on the ground»of equity 


LOP,On Une eround afuetiiciency, conservationvasThe tv 
dO snot mecessarily ec together at allias they are differ- 
ent problems. 

A LO NOL .S66 showlycujcanescparate them. If you accept 
TOS pAUEO@OSIt1ON Dhateths efficient rate of rproductionror 
the efficient ranee of rates of production for “ny given 
well, having in mind conservation, have been upon the 
efficient rate and ranszes of production of all other 
wells ch the reservoir and also have been upon the total 
AnOuUnt Gar Gide that 16 being takenyiromethe reservoir . 

A AcELent. 


MR. MAR AFFY Take an example. SurpoOsing 


eae 


during the next six months there are an additional twenty 
or twenty-five wells drilled in the extreme north end of 
Th Velbe yy miu Less. sector i 
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4 section of the field completely separate and apart fron 


the southern end=-- 


Re SLIITH: What do you tiean by that, 
geographically? 
Tike MAHAFFEY: No, I think the evidence that 


has been put in here so far would indicate that even if another 
twenty+five weils were put down in the extreme north end of the 
field that it would not geologicaily affect in any noticeable 
degree anything at the southern end of the field. 

Me SHITH: I thought you meant they were 
divided by a fault. 

ine LAHAFEY: Well I think=T do not know 

the reason but that is the result. Supposing that twenty-five 
wells were drilled in the extreme north end °f the field and the 
market requirement remains the sOue and these wells are sub- 
stantially large producers... You are going to out, or you would 
Gut, under your present procedure, the allowable of the wells in 
the south end of the field would you not? 

I presume we would. The same would be true if some other field 
is discovered in Alberta. 

50.8 field if discovered in Moose Dome or Grease Creek, that 

is going to cut down the production allowed from Turner Valley 
wells. 


WRe SMITH; Include Savannah Creek. I have 
an interest and w nt to see that come in. 

WR. MABAFFY: That would cut down the allowable 
of the Turner Valley Wells? 

With a static market naturally it would. 

So obviously there being no change in things other than wells com 


ing in your idea of what you have to do under your act has gone 


down very considerably on existing Turner Valley wells. 
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Our idea of -- 


That is an awkard way I put thet question. You are satisfied 


than efficient point’ 

No DP cva not say that hry Mehatfy: I said that.we are satis= 
Pied for the Pieiag to produce at that rate..-T did not say 
that it was the efficient rate, in fact I said there was no 
such thine as an efficient rate. There may be a range of 
efricgiency.: 

E said efficient or better than efficient ? 

I do not know how you would get something better than eff- 
igient.. That is suner-efficient. I do not know what you 
mean. 

Well I will puv it this way, you are not producing wascefully- 
I put it that way ~- in southern Turner Valley right now. 
Theat requires. definition. I said if you produce a well at 
all there is bound to be some waste whether of gas or energy 
or something, so that when you say efficient you must relate 
it to something, otherwise the word is meaningless. 

Are you satisfied being charged under the Act to supervise 
the opveration and production in the Turner Valley field that 
effective conservation mesures are now in effect in resect 
to that Pieiay 

Yes. 

You are-setisrtieda. 

Yes. 

Now even if new fields ars brought in in other parts of the 
province of equivalent production to what we now have in 


Turner Valley the result would be that you Bould oat. the 


allowable production in Tummer Valley in half. Is thet not 


rignt? 
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Yes. We would do the same es we would do if the ma rket 
suddenly: shrunk to half what it is, 

So what I am getting at My Lord, and I do not know that T 
om making it very clear, is that using efficient in the 
sense of an effective conservation scheme, you have that 

in force in Turner Valley now. 

Yes. It differs in the summer and winter time of course. 

In the winter that same condition arises that you now mention- 
ed. In the winter the production rate of the whole field 

is approximately half what it is in the summer, perhaps even 
less. So that between one years end and another years end 
that very condition arises and is met by the conservation 
board. 

Let us stay with the example of a new field. Supposing that 


a refiner had contracts to buy all nis crude from the Turner 


Valley prdducers and he had no manner in which he could buy 
whe crude from Mr. Smith's Savannah field. 
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MR. MiHArFY : Where is the refiner going to 


M Me Wisat 

get his crude? Sunpose the refiner has contracted with 
Turner Valley and Mr. Smith brings in the Savannah field 

and the refiner has no contract with Mr. Smith. He is unable 
to purchase crude frum the Savannah field sc where is Mr. 


Refiner going to get his crude. 


Unable to purchase from Mr. Smith. You are making a hypothesis 


there I cannot quite visualize. 


MR. OMITH: Tf Turner Valley does not pro - 


duce enough for him, is that what you mean’ 


MR.  -FPRAWLEY : Cutting the Turner Valley down 


because of the new Savannah field? 
We wontt cut Turner Valley down because of the new Savannah 


field but the reason the conservation poard would cut Turner 
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Valley down would be because the demand for oil from Turner 
Valley has been cut and we cannot have equitable withdrawal 
without taking that into consideration. i 

MR. MAHAPFY: That £05 You CuL ior that 

dilom: very well but let us go to Turner Valley. Dees not 
exactly the same situation exist in the winter time when you 
cut the field in half... Where does this same refiner then get 
his: crude. 

from some one who has it. 

Doss he? 

fe Sitter does or he le viciatine the Boards crders and pro- 
duces his wells in excess. 

You know that he does not get it; don*tt you, and thet he can- 
not get itv wr eha crt paying a premiun? 

NO. ws it Said, F dO not know that at ail. 

Haven't you investigated that situation. 

I think I have kncwledge of it yes. 

Then I will come back to my other question: If you consider 
it is equitable among producers to cut production in half 

and cut it below what you wnuld still consider the efficient 
allowable production -- | 

Now just a minute. We would not cut it below the efficient 
rate of production. 

Now let us make sure that you and I are going in the same 
direction. 

Let ws be sure about that. You are implying that the field 
when producing ten thousand barrels a day the efficiency may 
be below what it is if it was twenty thousand barrels a day. 
I do not wish that impression to be given. 

I say better withdraw:1l. You are satisfied when they are pull- 
ing nineteen thousand barrels out of the field it is operat- 


ine efficiently. You were last spring. 
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Pe Ge COLTLS Y 
1e3S.. 
When you cut it down to ten thousand barrels and in my 
laymen's mind that should be better for the field than 
it was before, I may be wrong. 
It depends ‘on individual wells. 
Anyway, it is still efficient. 
ft is still reasonably efficient, there being no such thing 
as absolute efficiency. 
What I am getting at is if you cut these producers down to the 
ten ‘thousand barrels level would it not also be eguity for 
the Board to see tnat the people whose figures you have used 
vO arrive at that ten thousand figure should get their share 
OF) oie pO tal. 


It may be equitable for someone. I do not think it is for the 


Board. 
MR. SMITH You would have no objection 
to © » marketing Board being anpointed in this province. 


I do not care what functions are carried on by the Government 
over and above what we excerise as a Conservation Board. 

MR. MAHAFFY;: Is it fair to say. that you have 
never bothered your head about that feature and do you feel 
it is outside your jurisdiction. 

It is definitely outside of our jurisdiction. 

But you do feel that the equitable distribution, as you call 
it, of the allowable erie on of the field is within your 
jurisdict lon. 

Quite, by reason of conservation. 

You do mesh at Is proper for you -- 

THE CHAIRMAN: To cut down that production to 


the market requirements. 
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ri, epee GLE 


MA. PLOTKINS : Let us correct that statement , 
to their conception of market requirements because as he says 
he does not follow the market at “11 and he dees not of nec- 
S2eity (ollow the Nomination. IF will ©6 inko that a littie 
Dever LOM. 

MR, MAHATFY: Will you answer my question. 
Would you mind reading it again Mr. Reporter. 

(By the Reporter reading) 

Js it fair to, say that you have never vothered your head 
about that feature. You feel it is somthing outside your 
jurisdiction. 

It-is something definitely outside our jurisdiction. 

YOu do feel that the equitable distribution, as you call it, 
cof allowable production in the field is within your juris- 
Gievi on « 

Quite, by reason of conservation. 

You do feel it is proper for you’ <=- 

TH CHAIRMAN ¢ To cut down that production 

for market recuirements®: " 
Yes, we feel we have no other course to take because Jftor «ell 
reguirements are the d-termining factor is how much 911 is 
going to be produced. Our only reason in looking at the market 
requirements is to have some figure tn pro-rate to the wells 
for the purpose of arriving at each wells proportion of the 
total amount of production. We do not, in that proceedure, 
attempt to restrict the market or enlarge the market or have 
any bearing-on the market. 

Now coming back to my one other question which you have not 
yet answered and I think you should now. You have been at 
this business for some considerable time and have had a lot 


of exnerience with it and have seen how it is working. Would 
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PF. Gi Cettie 


you not think it a wise thing to, the way this thing has work- 
ed out, to have this Commission recommend to the Government 
that you or some other Board should be given the power to see 
that these refiners get their requirements, when you act on 
these nominations. 

MR. FRAWLEY: I do not know whether l should 
intverrupys Lir. Mahaffy has not followed our Commission 
throughout rieht from the very beginning and I wonder if I 
should not perhaps call his attention to the fact that on 
more than one cccasion Mr. Nolan representing the Imperial 
O1l and its subsidinrios ind Mr. Hervey represcnting the 
British American have stated tu this commission that their 
People would sell oil at the posted field price plus carrying 
charges to Calgary. 

MR. ©“LOTKINS ; That is qualified by their 
sumplus. That changes the picture. 

MR. MAHAPFY: What do they say about crude 
oil delivered in Turner Valley? 

MR. FRAWLAY: What do they say about crude 
oil delivered in Turner Valley? T do not know that they said 
anything about any particular crude oil delivered any place. 


They were particulary talking about -- 


MR. MAHAFFY: They have not said anythine. 
MR, SMT: May I make the suggestion, I 


s-y with respect I de not think you should ask Mr, Cottle to 

give you his dpinion. If this is something, a matter of policy 
to be determined by the Government it may be that the Conservation 
Board may »e asked its views. They have no views at the mement. 


lr, Cottle its here as an incividual, My 4.‘.rncd friend, 
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Cottle 


Mr. Mahaffy having plainly brought out his facts it is 
@ question of cpinion as to what should be recommended. 
So many things enter into it. I am suggesting it is 
not in the public interests for Mr. Ccttle, whe is here 
as a member of the Board, to be asked to express that 
opinions. 

MR. MAHAFFEY: I thought Your Lordship 
and Mr. Commissioner were sitting here to help the 


Government make up its mind by making recommefidations 

to itis I do not think the Government intends to go 
looking around for facts and getting infcrmation elsewhere,.- 
I understcod they were going to act on your recommendation 
or at least seriously considér it and they wanted you to 
odtein the full facts,.. 

THE CHAIRMAN: I think if Mr. Cottle as 

@ result 7f his experience felt that he hac not the power 
to do things that he thought would be of advantige in 
Turner Valley, in the actual oneration of that field, 

that he should tell us what he thinks should te done 

and, we, in turn, if we accept his views, would recom- 

mend to tne Government that he be given these further 
powers ur some other body be. If he finds it is 

not working out well according to the statutory powers 

thas, hesnow hess, you see we are eeking engineers all 

the time to tell us what they think and we have invited 

the whole industry to tell us of anything that they 

think will be of advantage. 
MaRs sou ITHs I was merely advancing 
the position that being a member of the Board you could 


get these opinions quite well from other persons. . 
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THY CHAIRMAN: You: think it would be 
embarrassing for a member of the Board -- 

MR. SMITH: Yes), toy tell the: Com 
mission that the goverMment should increase its duties. 
It is embarrassing for a member of this Board to an- 
swer this question. The government micht say to Mr. 
Cottle to mind his own business, and they will ask 
for an opinion when they want it. 

THE CHALAMANS But he is not giving an 
Opinion t6 thé Government, he is siving us the benefit 
of his opinion because we ask for it and his answer to 


the government if, they rap him over the finecrs is that 


Mas OM DTH Ly only point as that you 
Have ei Opin Lon Of, At Tight nows .YOU meave, Gidn thes Taots 
so I do not see why this witness should be put in an 
embarrassing position unless there is some good purpose 
to be surved. 

THe CH ATRMAN I do not, think Mrs Manarry 
wants to enbarrass the witress. ‘hat concretely 

is your question. 

MR. MATAPT'Y: | I asked the witness whether 
he did not feel thet he should recommend to Your Lordship 
and to Mr. Commissioner - now perhaps you had better read 


it, I see Nr. Frawley is shaking his head. 


MRy OM iTS Thet is just old age. 
MR. MARAPPY $ Mr. Taylor can read the 


cuestion. 
(By the reporter, reading) 
Coming back to my one other question which you have not 


yet answered and I think perhaps you should now. 
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You have been at this business for some consid trable- 
time and have had a lot of experience with it, and 
have seen how it is working. Would you not think 
it would be a wise thing to, the way this thing has 
worked out, to have this Commission recommend to the 
government that you or some other Board could be 
given the power to see that these refiners get their 
recuirements, when you act on these nominations.» 
Tht CAALTRMAN + Does that provide you 
with embarrassment to answer that? 

E CAaInK SL can answer that in this way. As ‘far as 


I know any person desiring oil-can obtain it from the 


Royalite Oil Company by paying the posted field 


price plus the handling charges. Also so far as I 
know those sre the handling charges which have to be 
paid and are under the. jurisdiction of the Boerd of 
Public Utilities Commissioners under the Pipelines 
Act.. That being So-it.is my cotsidered opinion that 
the Conservation Bosrd not be given any further powers 


in that connection. Does that answer your question? 


MAM AFFY: Yes. Now my Lord there 


MR ° Lie 
are some other questions I want to ask. 


T think that makes a 


TH GCAATAMAN ; 
complete answer to what you have on that point. 


I hope to question 


ME. MAHAPTY + 
the witness on thet statement. 


THe CHATRYAN: Mir. Frawley, you have 


the Act. Wo doubt we will have time to read it but 
IT am interested in seeinz where the pow.r to pro-ri to 


to market comes in. 


s ey 
. all 
~ 
se teapot 
Gy Siaet 
a . 
S 
t 


. ‘ a) ome 
\ ‘ ‘ t 4 
ae V1 7 4 : 
2 shes] 
A . J ‘ ‘ 
Vy ae : 
. ao 4 
Lae - 
mn ‘ be c sy s 
“ w? “ a 
i ‘s 2 
. aS , ~* 
; oe ey 
é i ie j soe 
we ve &: 
; i 
‘ ‘i \ . 
= a G : 
ars 
* an Gao 
- —-, 
A= 3 
es 
. “fs ce 
x che 5 
( 
4 = 
= ; a 
C ea 
na » e ~: 
(<a te - & 
(es 
r t kau Ses 
eis) ey ent nies. 
— t PL ote iA 
= oan = > 
ey : 


rey 


vm 


~~ 


a 


r = 
Ra 
+ 
r 
‘ = 
2 ; 
‘ ie 
x 
. ; 
rae 
x . 


Se 
ok 


von A 
ad - 
—_ 

a 
re 
<2 
‘ 
3s 
= oid 
. « 
as zt - 
af Pa 

Xe 

u a 

>A = 8 = 
. 


see 


“1,078. 
¥. G. O6ttLe a 


MRs SMITH? Lhere 16 nothing in 


THe s0ty My Lord. 


MR. FRAWLEY : LHSTe LS NOUnLAe 2h 
tHe AGT, 
MA. SMITH Y It Was 1 the Lest one, 


We found that very embarrassing. 

MAe FRAWLEY $ I should be shocked 
if-you. found anything in the Act about that. 

THY CHAT RIMAN ; YOu PU 2 ater ene 
regulations instead. Now E want to speak about hours 
of sitting. I started with Mr. Frawley this morning.: 
MR. FRAWLEY : Ef -intended to have a 
disctission with other counsel.- 

Mis SMITH: We have adjourned until 
when now. 


THE CHATLHRMAN: Two otclock 


( The hearing is here adjourned to be resumed 
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MRe FRAWLEY; I am calling lir. Gibb. 
MR. SMITH: You are now through with 
Mre Cottle? 

MRe FRAWLEY: Gir Oru! 


ROBERT ROXBURGH GIBB, 
having been first duly sworn, examined by lir. Frawley, 
Baid: 

Q wire Gibb, you are the Accountant for the Becker Oil 
Company, Limited and the Becker Refinery? 

A I am Accountant for the Becker Oil Company only. 

Q When sir. Sadlier was on the stand he offered as an 
Exhibit the Balance Sheet and a statement of operations 
for the year ending February 28th, 1939, of Becker Oil 
Company, Limited, but he was not able to prove it and so 
it was marked Exhibit "Y" for identification, is the 
document I show you your work am oan you say that it is 
accurate according to the books of the Company? 

A This document was prepared by me at ir. Cottle's re- 
quest from the books of the company. 

MRe FRAWLEY; Thenuirorrer eich ebit. "yy" 
for identification asp the next Exhibit. 


(EXHIBIT Y HERE MARKED AS 
EXHIBIT "593"). 


Q MRe FRAWLEY: Then Bhow vwouchxh ibe"! 
for identification, being a statement of income and dis- 
bursements for the year ending January élst, 1939 and the 
Balance Sheet as of the same date for Becker Refineries, 
Limited, which Mre Sadlier also produced and was not able 
to need, are you able to prove that? 


4 The circumstances regarding this statement are that when 
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Re Re Gibb 
F.G-Cott le 


Mr. Cottle advised us that he wished statements of this 
nature I was sent down to the refinery and took the 
figures as supplied to me by the bookkeeper of the 
Becker Refinery, operating in Royalty; I took his 
figures and made up the statement therefrom. 
Are you able to say this statement reflects the infor= 
mation conteined in the books of Becker Refinery, 
Limited? 
The statement contains the information as shown on the 
books of the Becker Kefinery, Limited there. 
You do not have to rely upon the say~so of the bookkeeper? 
I know them to be correct. 
wike FRAWLEY: y OLrer er xn ia. enor 
identification as Exhibit "594", 

(STATHUEME EXHIBIT X FOR 


IDENTIFICATION HERG MARKED 
AS EXHIBIT 594"). 


eer ea @ 
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FREDERICK G. COTTLE, having 
been recalled, examined by Mr. Mahaffy said: 
Mre Cottle, I think just as we adjourned you said that in 
your view it would not be necessary fer this Commission to 
make any recommendaticn with respect to the exercising of 
control over the Me este ion of the crude produced in the 
field and I think you said that in your view the Board 
controlled and set the amount which was produced as being 
the amount required by the market and that any refiner 
could therefore acquire his crude, fraying such premium as 
might be imposed? 


No, I didn't say "premium", Mr. Maheffy. I said by paying 
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F.G-Cottle 
the field price and carrying charges that are in ef+ 
fect and that the carrying charges are under the 
jurisdiction of the Board of Public Utility Commissioners. 

Q Yess Now I suppose when you say "carrying charges" you | 
have in mind the pipeline rate fixed by the Board ane 
recommended by this Commission? 

A Yes. 

Q in other words the refiner in Calgary could pay the 
field price plus the pipeline charge? 

A Yes. 

Q Now what about---- 
LR FRAWLEY ; Surely, Mr. Mahaffy, it is 
all open. The Board now being seized with the whole 
matter can fix such rate® and parts of rates for parts of 
service aud so on, surely it is all onen now. 
MR. MAHAFFY; What Board? 
MR. FRAWLEY: he Publie Utilities Board. 
MRe MAHAPFPY: IE do now pay they cannot. 
MR« FRAWLEY: te LS now only a question 
of them doing s0- 
MR « MWAHAFFY : They have fixed the rate. 

= NAR « FRAWLEY: Yes, they have fixed a 


field oarrying rate but I was merely making the suggest- 
ton that the Board might conceivably fix a rate for 
gathering, for trunk.line services or any variation of 


the rate that has now been fixed. 


MR» MAHAFFY: You are endeavouring to 
anticipate what I am coming at but I am not going to 
come quite to what you are anticipating. 


MR. FRAWLEY: eight - 
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FeG-Cottle 

Q wiRe MAHAFFY: New Mr. Cattle, that site 
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uation would hardly cover the case of a refinery such 

as the Gas and Oil Products, Limited whose plant is 
located in Turner Valley, would it? 

Yes it would. 

In what way? 

Because the operation of the pipeline which functions in 
Yurner Valley is under the jurisdiction of the Board of 
Public Utility Commissioners; no rate, so far as I know, 
has been established for gathering and delivering within 
the Valley but that is open to examination by the Board 
of Public Utility Commissioners. 

But no Bush rate has been fixed? 

Not that IL know of. 

We date 

I understand that subject is now before that body though. 
Now in addition tr that do you know, I believe you were 
a6quainted with the fact that in the Spring of this year 
the Gas and Oi1 Products, Limited, which as you know, is 
a refiner of pstroleum products, was unable to obtain 
supplies of orude oil except that they pay a premium? 
Except that they pay the handling charges which is refer- 
Yea tm. . do mot know thet it would be properly termed 
a premium or not, they had to pay some nun in money per 
barrel. | 

You know too, do you not, that the Gas and Oil Products, 
Limited, took delivery of their crude oi1 from the well 
sites cf Royalite Oil Company? 


T do not recall that sufficiently definitely to answer. 
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FoG«CottLle 
I would have to check that up, Mr- Mahaffy. 

©, I see, and when cculd you let me know about that? 

A Well in a very few minutes if I used the telephone. 

Q MRe FRAWLEY: If Mr. Mahaffy knows, I 
suppose the witness can assume with him that thet is so? 
MRa MAHAFFEY: That 18 my information. 

A WITNESS: I am willing to assume 
that - 

Q, MRe MATARTY : That celivery of this 
crude was taken at the weils sites? 
MRe SMITH: Do you know which weil? 
MRa MAHAFHY: I do not know which well. 
MR» FRAWLEY; Iveoseed then on that 
assump tLon.s 

a) MRe MAHAFEY ; You know also that the 
Royalits Oil Gompany demanded 4 6 cent charge over and 
above the field price for that crude? 

A I heve been told they did but I have no definite knowledge 


Oi Lis Of that fact, but I have mo reason te doubt 1%. 
Was that 6 sents charge fixed by the Utilities Boari? 

& NO Six. 

<f Is there any reasen there should be any charge fixed for 


delivery, when delivery is takem at the well head? 


A Well I suppose that is a matter of opinion. 
Q Pardon? 
A That is a matter of opinion. I would not want to say 


whether they should be or should not be. I have not 


explored the problem; in other words my mind is not made 
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up as to what should be the case. 

WAJOR LIPSETT; If delivery was taken at 

the well, would the Puolic Utilities Board come inte 

the matter in any way, does it not turn on that? | 
Offhand perhaps, I would say perhaps it would not be a 
pipeline watter but also offhand perhaps the pipeline, 
having the exclusive right to take oil fram a particvuilar 
well and being responsible for the disposition of the 

cil at the well if he wants to charge a handlimeg charge, 

I do not know. It may be quite e proper charge or it may 
not bee I have not given that subject consideration. 

WR. MAHAFFY; Did you know that after Gas 
and O11 Products ceased to purchase oil from the Royalite 
Oil Company, the Royalite Oil Company ther sold oil to tke 
Becker Refinery and made ea & cent hendling charge or pre-~ 
mium charge? 

No I have not heard of that. 

You have not heard of that? 

NO» 

Wow if it is s0 that e 6 cent premium was charged at the 
well head, is it not fair to say that the “act that the 
Gas .and Oil Products had to pay that premium, is in large 
measure ut least attributable to your orders restrict ing 
the production in the field? 

Attributable in the sense that we would not allow a well, 
any one well, to produce more than its allowable and if 
Gas and Oil Products required more oil than its associated 
companies had allowables for, they obviously would have to 


purchase their oil elsewhere,» 
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Q, Yes? 

A Ir that sense the Conservation orders may said to be 
responsible for that predicament. 
WR. SMITH: Mire Mahaffy, you have been 
using the word "Well head", does it not all go to the 
tank farm? 
wR e MAHAFTFY;: Well it goes into the tank 
at the well site but what I mean by well head, it did not 
go intc the collecting system in any way, shape or form. 
Re SMITH: lixactly. You see I was 
looking for information, my idea was that they would not 
go to the well but that they would go to the tank farm or 
a group of wells or something of that sort and I thought 
the Commission would like to have it accurately. 
THE CHAT AN; The position put by Counsel 
as I understand it is that it was a tank at the well. 
MRe MAYLAND;: A tank right at the well, 
no tank farm at all. 
MRe sIAHAFPY ; Instead of the oil going 
into the gathering system it went into our client's 
possession, and that is the whole point. 

Q hire WAHAEY: Now ir. Cottle, following 


up what I was saying, is it not also true that under 

the system being followed by the board, the Conservation 
Board, that if the Royalite Oil Company continues to 
Garry on its drilling program and assuming for the 
minute that the Gas ani Oil Products and its associated 
companies cannot continue to drill, then the amount of 


Gil whieh Gas and O11 Products will require to pure 
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chase from Royalite is going to constantly increase? 

A Yes it would. If there were twice as many wells in the 
field as there now are and the additional wells that 
are drilled to create that number are the same kind, the 
Same capacity, as the wells that are now drilled you can 
assume that each well's, each present well's allowable 
would be reduced to approximately half what it is. 

Q, Yes? 

A And eaecordingly the wells that are now supplying Gas and 
Oil Products would be permitted to produce approximately 
half what they are now producing» 

Q And Gas and Oil Products would then have to purchase that 
much more of its requirements from the Royalite Oil 
Company? 

A Quite, or from whoever drills the extra quantity of wells. 

Q Yes, quite, and if Gas and Oil Products had to pay a 
premium on all the oil which it so purchased, it would be 
suffering a serious disadvantage in its competition to, say, 
the Imperial Refinery? 

A Yes, that would be the obvious conclusion. 

Q That is true.is it not’? 

A Yes. 

Q And that I suppose you would agree would naturally have 
the result or tendency to increase the price to the con 
sumers buying from Gas and Oil Products or might I say, 
it might have that result? 

A It might and on the other hand i* might not; that depends 


on whether Gas and Oil Products' price to the consumer is 


determined by the Gas and Oil Company's cost or whether it 
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is determined by someone e1.gee'’s pricee I think the 
Logical conclusion would be it would result in a less 
profit or more loss, whatever the case is, to Gas and 
Oil Products. 

Q The Gas and Oi1 Products, which might eventually force 
them out of the 30mpetitive field? 

a Depend ing sereee the extent of the thing. 

Q Yes» Now do you knew whether or not any guvernment 
agency had anything to do with the fixing of that S cent 
prenium? 

A £ do not know of any government agensy having to do with 
it. 

Q Did the Conservation Board have anything to do with it? 

A Nothing whatever. 

Q Did the Utilities Board have anything to do with it? 

A Not that I know of. 

Me FRAWLY: I do not think they did. 
MR. LLAHAFFY;: I do not think so either 
but I wanted to make sure. 

Q MR. tiAHAFPY: So this 6 cents was just 
a figure pulled out of the air by the Royalite Oil 
Company so far as yuu know? 

A I do not know where they pulled it from, lir. Mahaffy. 

Q At least it was not imposed by any governnent agency? 

ae Not-saa far as I lmow. 

Q, And so far as the Government is concerned cr so far as 
the Conservation Board is coneerned shall I say, it might 
just as well have been 12 cents or 3 cents? 

A Yes it might. It is beyond our sphere of activity com- 


pletely. 
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Q Well now, Mr. Cottle, as I appreciate the situation, ag 
you have told it to me, the whole thing is that you as 
a Board have concluded that there should be no more pro- 
duced from the field than the market can absorb, that is 
right is it not? 

MR. SMITH: Or facilities can store? 
whe MAHAFFEY: Yos. 

iiRe FRAWLEY: That would be part of the 
market .« 

WITNESS: I think you are putting 
the emphasis at the wrong end. We are quite willing 
that as much oil be producen as can be made use of pro- 
vid ing that that volume does not exceed, does not result 
in an inefficient production condition in the field. 

Q, Re MAHAFTIY : Now just before we get away 
fram that, will you tell me cn the present set-up of the 
fiela@ and the wells which are there, or if it is easier, 
put it on the basis of the last scheGiule you prepared, 
what is the maximum production which you will allow from 
that field? 

A That cannot be--=- 


That is, where do you pass that efficiency point? 
We have not passed it so I cannot tell you, Mr. Mahaffy. 
That can only be determined by experience» We would 
onLy know what the maximum is by increasing the pre- 
ductior to tne point where we see an effect nn the 
field. 

Q Now Mre Cottle, you might not have done it as a field 


but you have made exhaustive tests in these wells, you 
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F.GeCottle 
have had them running all the way from the closed-in 
point to the enmpletely wide open point? 

A That would not tell you what the field can produce. 

Q No, but as to that particular well it will tell you 
quite a story, would Lv not? 

A No, it would not because the amount of oil that one well 
can produce efficiently is determined by that, by the 
test which you speak of, with all other wells in the 
reservoir producing at what we consider to be less than 
the maximum rate. 

Q And you have never made any tests to determiiue what that 
is? | 

A What the maximum is? 

Q What the well's efficient point is? 

A Well in the Tirst place 1 said in the Board's opinion 
GHere Je DO eliicient poins; erficiency lies within a 
range of the produetion. 

Q Have you determined what the rate is then, I will put it 
that way? 

A Hor vue L1eley 
Yes? 

A No, because we have not yet reached the maxinmm. We have 
never had occasion to determine what the maximum i8. The 
range the other direction is zero. 

Q Would it be fair to say then at the present time the Board 
does not know what the most efficient means of prodneing 
the field is? 

A Does not know what? 

Q, Does not know what the most efficient means of producing 


the field is? 
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A Efficient means? 

Q Yes? 

A it would say the Board is of the opinion that the present 
rates of production for the individual wells are within 
the effielency range. We do not know the maximum boundary 
of that range of efficiency tecause in our opinion we have 
uiever reached that volume of production. 

Q, Now Mr. Octtle, didn't you get at the thing this way, 
what is the whole idea of the conservation, it is to con- 
Bervye the energy that is producing the o11, is it not, is 
that not a reasonable thing? 

A That is one of the, I do not know that that would be the 
underlying principle. It is certainly an important under- 
Lying principle. 

Q Whet are the other underlying principles? 

re To see that there is a rateadle withdrawal in the field, 
to see that each property produces over a long time at a 
maximum. from each property aS well as the field as a 
whole 

Q Yes, and is it not true that in the opinion of the Board 
the way to get the most oil out of the field and out of 
the Various prvuperties is to conserve the generating 
Lifting power and that is the gas? 

A Yes, thet is a fair statement. 

Q And then is it not true that the most efficient way to 
operate a well is to produce it in such a manner that it 
produces the most gas or the most oil for the least gas? 

A Yes I presume so. 


Have you not found out what that is on any of these cases, 
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F.G-Cottle 
what the most efficient one is? 

A Yes, I would say the most efficient rate of production 
for any well is zero. 

Q, You must not be too technical about it? 

A You are asking me to be pretty technical. 

Q IT am asking for a producing well and not a shut-in well, 
we must assume that these wells are to be produced and 
I am asking what is the most efficient way to operate the 
weil and I say it is to operate at such a pressure and 
such openings or whatever they call them, so that the 
least amount of gas is wasted or used to produce a barrel 
or OiLbe 

A Within reason, yes. 


(Go to number 1%,086 } 
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Well, now, surely the Board ‘has some information as to what 
these figures aré,;with respect to individual wells at least? 
We know what the individual wells are doing on their present 
allowables and what they gave in previous months on other 
allowables, yes. Yes, we know quite a lot about individual 
Wells Sout Agel see the point you aresreferrning 40, At.is 

not a point. it may be in some wells a very wide range. 

For instance, a well may be able to produce quite efficiently 
at 600 barrels a Gay and on the other hand that well may be 
able to produce efficiently on an average of 10 barrels a day. 
It may be, perhaps, the best means of making it producc 10 
berreis 6 day with essmuch erficiency.as GOO barreis a day 
that it would be produced intermittently, every few minutes 
Or [ew NOUrSs every day or a@ few days every week or every month, 
Mievre ere soveral dirrerent ways of maintaining setiiciency 
With greatly curtailed production. That is why I say the 
range of éfficieney on the bottom of the/scale is practically 
Ze On ue ew reuse av tne top, 1 do not, kon How largest tis: 
The Board does not know and I do not think anyone else knows. 
We will only know when the field reaches that point in 
production where it ean be geen. 

WOoDi it UG Lair vto Say this; as far as you know from the 
point of view of wastage of lifting power it might be better 
to allow the field to produce twice as much as it has 
produced this year? 

If the field produced twice as much as it is producing now 
undoubtedly it would be somewhat less efficient from the 
point of view of energy as it is now. It might still be 
within reason, however, I do not know. 

In what way do you place any economic or other value on the 


gas that is wasted from these crude wells. Have you any scale 
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that you proceed on? 
No, we did not apply any scale. «A well whose gas-oil ratio 
exceeds 41,000 cubic feet per barrel is a gas well. I think 
that figure was arrived at, having in mind the value of the 
product recovered with the gas in relation to the value of 

the gas itself, and as I recall it, I forget whether it was 

4 cents or 8 cents a thousand. 

I think your old Act said 4 cents, so I suppose that figure 
was still used? 

Neto NOt soplyivtnat test at all. A gas well is a gas well 
because its ges/oil Pawo exceeds SL O00 cubic Teer per  vaire. 
nue ine Criiderwelivyou do rot place any value on the’ 24s) at 
all or on the product when it reaches the surface? 

We do not place any values on any products for any purpose. 
Once you have allowed the gas to produce the oil your worry 
concerning the sas is completed? 

At the moment. it is. We have made no point of seeing that the 
Past iromloillewedis nas’ been put’ to proper usage. That does 
not mean that we are governed in policy by any means. 

Why should not a well which has been tested and in respect of 
which you know is within what you have callel the efficient 
range, why should not that well be allowed to produce within 
bRatUransewin i there ise market for that oil? 

You mean regardless of what other wells in the field produce a 
Yes? 

For the simple reason that we would have no pro-ration-. You 
would be dealing with individual wells on their own merits 

and you would have no rateable withdrawal from the reservoir. 
You say you would have no pro-ration. You meen to the 
available market? 


Pro-ration of the total consumption to the production of the 
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verious wells so as to maintainrateatle withdrawal from all 
wells. the fact it is the market that is pro-rated has the 
ieast amount of significance. 

Diet is what you do in fact, is it not, cut these wells down 
to the available market? 

yess 

Yowuin@rensed (phe Dield allowable ),000. barrels this 

NOV NeW seaNy you? 

xeeo: 
Why did-you do that? 

Because thet suuchwmmore oil can, be used fromuthe,field, and 
if we betethat ‘much ‘more oil, come from one or two or three 
wells you have a state of unrateable withdrawal. 

The reason you increased the withdrawal, the total with- 
Urame. Mr romypeie |biela irom 25,000 to 23,000 :this: morning 
was because you found that the market needed more oil? 

Yeeume Mewmerketecoutdnvake more oil. 

If you found to-morrow that the market is glutted vibe 

oil, what will you do? 

We would cut the total field allowable down to the point 
where we thought the glut would be removed, beGause that 
would be an indication to us that very unrateable withdrawal 
was just around the corner. 

So that heretofore, in any event, your whole guide in 

Pig neuer Odnetiondivemgihe field and from the individual 
wells in that field has been the market requirement? 

Yes, (\thatiist right. 

THE CHATRMAN: Ini whorig) Loo Led thersociadyor 
economic condition? 

Wo, I would not agree to that. 

Still engineering, no matter how much the market goes up 


or down? 
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BW, &. Cottle: 


pull eneineering, yea. Gir. 

MR. MAHAFFY: Who do you say it is still 
engineering? 

IG °is stall engineering. “It is Still a matter of determining 
the relative proportion that any one well should produce. 

We do not wish to control the total amount that is produced 
so long as that total is within the range of efficiency. 

THE CHAIRMAN: ir tnet ist righ teand 1 ba15 ‘pugvery 
ene recring why den*®t you leave it up, If you are jnot con- 
cerned with market? 

t did’ not say we were not concerned with market, Mr. Chairman. 
Liv eee twee Waist Mean more oL1l “Us spoing (to ve 
produced than can be used. 

ies 

The next result of that is----- 

You do not think an engineer would care about that as an 
engineering development? 

wo, but he would gare about the result of that. Lhe. cose u 
Of that would be this; he would havé more oil being produced 
each day than could find any reasonable use é@ach day, with 
the result that Ssocner or later Some particular person in 

the fi¢ld would Have someone who would be taking his oil 

and another person would have no one taking his oil, with 

the result that you would have one group of wells producing 
Sot Gr Cli, Guo encuier group of wellle producing no O11, 
which would result in unrateable withdrawal from the field, 
which is of engineering concern to the Conservation Board. 
MR. MAHAFFY: You feel it is better you should 
eut them down and make one man pay more for his oil than the 
other man should pay? j 


Peney Ole man pay more Lor Nis oll than the other man. if do 
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Fr. G. Cottle. 


not get that. 

That is what has happened? 

You are referring to the Gas & Oil Products paying a premium 
LOR OL. © 

Right. 

That may per the result’ of i Us 

Is not that something that your Board should have taken 
cOgnmizence or or taken steps to, corrett? 

7, On ie ret. 

You do not think this Commission should step into that situatior 
iin any way." shape or form? 

Noy do Tole SID somevperson in the field is taking advantage 
OF “the Tectminet tetas all of the oil under his control and 
Aieune seme lLimemneas more’ oll than he can, wee Himsede,. J 

think that-is-for someone other than the Conservation Board. 
DO You “ink stat is fair... That situation stands there before 
you. You take the Gas & Oil Products Limited and you cut 
their well produc tion down below where it could be and still 
He =errrerent-and “that "force: them to’ gortoythis other person 
and=buy rie rr Prom: Them at a premiumy 

Tou-sa  cuvedown below where it could be efficient. are you 
implying we cut it down to a point where it becomes inefficient’ 
No, I am not suggesting that. 

I just want to make sure that is not what you meant. 

At the time the Gas & 0il Products had to buy this oil from 
the Royalite and vay this premium the wells of the Gas & Oil 
Proaucts, ori ts associates, could have produced two or three 
Timeswone much as they were producing; that is so, is it not? 
Right. 

And still be within your range of efficiency? 


Yes. 
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F. G Cottle. 


De you think it fair that you should say to them to cut them 
down to half or two-thirds and buy your oil from these other 
people? 

We cervainly think it is fair when we tell Pe ether well 
i toe T1¢ld to do the same thing. 

HOw sis the price of eraude oil fixed in the Turner Valley field? 
The price, as far as I know, is posted by the Royalite Oil 
Company, or is it by the Imperial? 

MR. FRAWLEY: Nos it iscthe* imperial. 

MR. MAHAFFY: Anyway, they are all much the same. 
They are interlocking companies as far as we know. That 
DOSTol TL Sid. nice Ls posteq.in other words it isi fixedyby 
sithen the Royalite or the Imperial? 

PSB. bie ike, Linporm any Odd « 

That is the same company from whom Gas & Oil Products had 

to, buy, dts-ernde oi] lest Spring, is it not? 

I presume they were the only ones who had sufficient supply 
for you. 

First of. all, if the Gas & Oil Products Limited had not 
purchased that oil, what would have become of it? 

Well, I suppose it would have accumulated in somebody's 
storage tanks. | 

I am. suggesting a different thing to you that might have 
happened to it. If Gas & Oil Products Limited had not 
purchased that oil they would not have had so much oil to 
market, would. they, in the refined state? 

I think» that, is pretty obvious, yes. 

Somebody else would have had to supplied that market, would 
not they? 


Presumably. 
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F, G. Cottle. 


Would it not be the Royalite Company or the Imperial Company 
that would have done it? 

Presumanly.s “(OU ars ienoring Mri Plotking;, 2 thinks 

Well---- 

The other people in the business of manufacturing and selling 
the product would have supplied it. It might have been even 
the Texas Gompany. 

It is likely that the crude oil that the Gas & Oil Producés 
did not get and did not buy from the Royalite at a premium 
would have gone through the Royalite and Imperial chain of 
handling and refining and found its way on the market. Is 
not that likely what would have happened? 

ft is possible, but it-is rather far fetched, I thinks 

Is it now? 

PIGerTeiniv= thank 20) 1S: 

Now, wlio else would be likely to get that market if the 

Gas & Oil Products did not? 

I think likely that the Gas & Oil Products would have bought 
bHe Oiliwhich they did 

For which they paid 6 cents a barrel premium? 

I presume that they did. 

You heard that they did? 

Phheera tet wes, ie figure they had In mind. .. d0, mot think 
I heard they actually paid it or there was any other settlo- 
ment or anything else. 

MR. COMMISSIONER LIPSETT: Woule it be possible to find out 
if that was actually for the oil taken from the well tank 
Crist Ap dig include any gathoring or any servicer 

It would be possible to find that out from the Gas & Oil 
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Products. = do not know that they did. 
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F. G Cottle. 


MR. FRAWLEY: Mr. Cottle does not know about 
these things. He would only have to go and ask. We have 

Mr. Nolan and Mr. Mahaffy here. Wwe could have a simple 
statement from them and settle that. 

MR. MAHAFFY: My information, Mr. Chairman and 
Mr. Commissioner, is that that oil was----the delivery of 
that oil was taken from the Royalite Company at uhe production 
battery. That is before the oil finds its way into the 

pipe ling system at all. 


MR. COMMISSIONER LIPSETT: No gathering service given whatcver. 


MR. MAHAFFY: Apparently not. 

MR. SMI TH: It must go through a gathering 
service. 

MR. MAHAFFY: Maybe two or three wells't production 


turned into that tank farm or battery, whatever you like to 
Ganl ab; 

MR. FRAWLEY: Why cannot we have the simple 

fact as to the place on the map where it was taken possession 
of? 

MR. NOTAN: — Tie Docte ie tiesodl jase auiered 
from three Royalite wells into a central battery and from 
there it is pumped into Mr. Mayland's linc, and that pumping 
takes place on the oil lease, as I understand it. 

MR. FRAWLEY: What do you charge for pumping 

or gathering and pumping? | 

MR. NOLAN: We charge them 6 cents, whether it 
was for gathering and handling or for gathering and pumping, 
I do not know, they aia 6 (Cents Tonks . 

MR. MAHAFFEY: Ly Wid L~pexcalling evidence with 
respect to that. 

MR. MAYLAND: EQMtBAGclear; thisey)AThi Ss. gathering 
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Ms Gee COULLEG. 


is the same as they take it from all the tanks where there 
is two or three wells, the same as our own. We pump from two 
wells into a couple of tanks, and that is where wo received 
this, from the well head battery that they pump from a couple 
of wells. They have wells over here and a well over here, 
and place the tanks here, and that is where we take delivery 
OF ete 8 I. 

THE CHATRMAN: You say you are calling evidence 


about that? 


MR. MAHAFFY: Yes. 
THE CHAIRMAN: EN galeotela ne 
MR. MAHAPFY: Now, Mr. Cottle, if you did not 


restrict the production from the field to the market require- 
ments, do you think that there would be any difference in 

the 1161d .oriae? 

Wells, snbeatlall depends. It would depend how effective the 
Dipewlwoe Dr O=rauion mould be in controlling=the price, but 

Dy Wipe eyo wwolldstind sinstances of orices less than sine 
fielotonigeiy Voie vcertzainiy had prices less than the fiela 
price not very long ago for the same reason. However, whether 
you would or not, that is a matter of no concern - I mean the 
Board does not make it a part of its business to regulate that 
price but it would be one of the consequences of no pro- 
ration. 

If you allowed the ficld to produce as much as it could 
efficiently, mind you----- 

ME aye LO, TK INS: And rateably. 

MR. MaHAFFY; And still rateably, and more crude 
was produced than the market at that time required, is it not 
natural to think that the field price of crude would come down? 


Not necessarily. It would depend on how many people in the 
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field saw it to have voluntary pro-ration for the purpose 

of preventing an excess supply in relation to the demand. 

That happens in many fields. 

Yes, but now---~- 

and if sufficient of them did decide to pool their market 

or, take some other steps to regulate production and to havo 
pro-ration, the chances are that the odd wells that were 
Willis tousell “ab less than the field price sovas to 

produce more than the voluntary production would be ignored, 
as they were before. We had pro-ration in this Province 
prior to pro-ration by conservation. 

Yes, you had pro-ration imposed by the major companies? 

Pou where Was no disturbing of the field price except im 
isolated instances and these isolated instances did not affect 
whe, posted Tiehd orice. J do not know what would happen if 
we did ngt do what we are doing. 

AS a chartered accountant you have a good working knowledge 
of economics, and if supply exceeds the demand what usually 
happens to the price? 

It depends on the extent to which it exceeds. If it excceds 
LUereatly Soule ve a demoralized -price. 

You say a demoralized price. are you satisfied that the 

Otice Lixed fy the Imperial is a corréct pricey 

No, not at, all. 

Why do you say it would demoralize the price? 

I say if you have a supply that is sufficientiy greater than 
the demand that you would ave a tendency to demoralize the 
price because you would have an unhealthy relationship between 
the supply and demand. as evidence of that we have the 
instance of what happened in the States, when the TDast Texas 


field came in. I think unyone would say that 5 cents a barrel 
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Po Os Untile: 


in Bast Texas would be a demoralizwd price. It is something 
of that kind Ie nave vinimind. 

Supposing you allowed one of these wells to produce a little 
more oil than the market now demands and that well was willing 
to market its production of crude at $1.00 a barrel, would 
you think that was a bad thing from the point of view of the 
Conservation Board? 

From the point of view of the Conservation Board I would not 
say anything about it because we are not concerned with what 
the Lleid price is. 

What you have done prevents that from happening? 

Yes, what we have done prevents any overbubden of supply 
Gauging eny change iIn-the field price. 

In other words, what you are doing is enabling the Imperial 

to maintain that field price as they now have it befcre us? 

Ver lobees exCece pYOoucCtIOnN 1S concerned, yes. 

AS fear as @ny production is concerned? 

No» We have made it impossible for any one well to produce 
any more than a given amount of oil and thus throwing an 
abundance of production on the market. That does mt mean 

we are enabling the Imperial to maintain its present price. 
There are many other factors that bear on. the price that we 
are not at all concerned with. We are not concerned with 

tian pervicular factor. For instence, if the price 2s not 

low enough the oil will not move in competition with other 
fields. There are many factors to be taken into consideration. 
You heve heard a great deal of evidence that that might be 
desiredy 

What? 


T-«t oil would move from other ficlds rather than this field? 
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F. G. Cottle. 


That is quite possible. 

What I am getting at is by restricting the production to the 
actual market requirements you are in effect, whether it is 
a £O0d thine Or. 8. bad, thing Tem not sayings but you are 
making it possible for the Imperial to maintain and fix that 
Tieia orice? 

We are controlling one o1 the factors that may have a bearing 
on that field price. 

And a very important factor? 

Depending on the extent of the excess production that would 
happen. On the evidence of what might happen it might 
or might not be that we have to go on is what happened prior 


to the Conservation Board coming into being. 


(Page 14,098 follows.) 
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Q At which time the Imperial pro-rated practically the entire 
field? 

y) And which they may do again if we remove conservation tomorrow. 

Q Quite, but nevertheless the wells not controlléd by Imperial 
in those days and if conservation were removed as you have 
now suggested, could produce to the maximum possible in the 


interests of efficiency? 


b They could but might decide not toe 

Q Pardon? 

A They could but might decide not to and we couldn't tell. 

Q Who may? 

fh Tho people you are referring to. 

Q Quite but is it not so, that the operator who has his head 
screwod on correctly and who has his eye to the future, would 
probably be willing to operate his well on the most effitient 
basis? 

A On the most efficient basis, well have we settled tho point 
that producing at less than a given rate is less efficient 
than produeing at a higher rate, I do not think soe 

Q I am suggesting to you that the sound business man owring 
an oil well and wanting to recover the most possible oil and 
therefore money from that particular acreage is going to find 
vut if he can the most efficient way of producing the well 
and then he will produce it on that basis? 

A Well that is based on the assumption that’ there is one 
particular officient point, which I do not agree with. 

Q Well then, he is going to produce it within --- 

fs Within the range, 

Q Within the efficient range? 

4 Quite but what point in that range he will ocoupy will depend 


upon other factorse 
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Upon his experiments with his well and the adjoining wells? 
And what the market is and what his neighbors are doing. 

Just before you leave that, what has the market to do with 
it? 

It has this to do with it, Mr. Mahaffy, if we go back to 
where we were before we had Government pro-ration, we had 
pipe-Line pro-ration. Now you say there might be one person 
who has no contract with the owner of the pipe line and he 
would produce his well at the most efficient place. Well 

in the first placo we have disposed of that, There is’ the 
ranges of efficiency. Now for that persnn to decide at what 
point in that range of efficiency he is going to produce, “he 
is not Goncerned with efficiency because ho is going to stay 
within the range. He is then concerned with what his prod- 
Ugtion is goins to..do.to, the field price) if wou will, and te 
many other different factors; for instance if he were to 

g> into the pro-ration by the pipe-line he might be allowed 
say 200 barrels a day» Now he has to decide whether he is 
going to produce that 29%) Larrels a day and stay within his 
efficiency range or he is going to produce 400 barrels a 

day and it will depend upon the informaticns of the operators. 
Yes? 

Muyré one operator will decide to gc into the pro-ration 
fisld. Maybe another will docide to produce as much oil as 
he pleases and still to stay, .- unless he is foolish, - within 
his efficiency ranges. 

And providing he has a refinery where that cil can be used 
and aftorwards marketed as refined products, he naturally would 
want to produce the woll at tie highest possible point having 
regard to the efficioncy range? 


Yes, either that or some refinery may decide it is better to 
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pro-rate his wells and buy sombohe else's oil, “tha tyotten 
happens in a field for very‘good reasons. 

Wr. Cottle, you said this morning that the major companies,dsocide 
that they would sell this ofl at the field price plus the pipe 
“ine rates? 

Yes, we have Mr. Nolahts statetoht for that and Mr. Harvioe's. 
Do you realize that after that statement was made, that this 

6 cent charge was demanded? 

it do not recall if it was or not, Mr. Mahaffy. 

Is the Conservation Board prepared to let the matter stand on 
the basis that the major companies will do what is fair with 
their competitors? 

MR. SMITH: Let what matter? The Conserv- 
ation Board, as £ understand it, sir, have no authority over 
this matter. I do not know what my learned friend mefns. 

MR. MAHAFFY: I am suggesting that they should 
have and that they should exercise ite 

MR. SMITH: Bil vient. Then your qiesstion 

is not quite right. Do you mean to recommend to the Commission 
something they should do or should not do? 

MR, MAHAPFY: Yes, Mr. Cottle suggested this 
morning that the Board was not prcbably concerned with the 
business of getting this oil distributed and whether it should 
be, bec@use anybody can go and Duy it from the Royalite Oil 
Company or any of the other major companies at the field price. 
MR. SMITH: Yes, I heard him say that. 

MR. MAHAPFY: I mean it has been pointed out -- 
MR. SMITH: I was only referring to your 
question and that is all. 

MR. MABATFY: In the view of the Conservation 


Board, are you prepared to let the matter stand at that? 
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From the point of view of the Conservation Board I ame ‘The 
Conservation Board does not wish to act as an arbitrator 
between the purchasers and the sellers of oil. If anything 
noed be done about it, and I do not subscribe to the suggestien 
that anything should be done about it, but if something neod be 
done about it,it hould be done by somebody, in my opinion, 
other than the Conservation Board. 

MR. FRAWLEY: Might I suggest thet a study 
of the regulations of the Pipeline Act shows that it 
already takes care of the whole sitwtion. 

whe MAHBREEY: You are talking over my 

head, where 18 1%. 

hiRe FRAWLEY: The Act which was passed 
pursuant to the recommendations of this Commission dated 
about the ist of May, because it made not only the pipe- 
tines of the Royalite Oil Company but made your own 
company's pipelines, wherever they run in Turner Valley, 
comeion carriers and subject to the control of the 

Public Utilities Board so I think, I just make that 
Suggestion, that a careful study of that Statute and 

the jurisdiction of the Board as a result of that 

Statute might very well take care of the 6 cent charge 

that was mentioned. I think it is quite well looked 

aLter 

MRe wiAHALPEY : Well I subscribe to the 

view that the Commissioner suggested a few minutes ago, 

that where you take delivery of that oil and no pipeline 

is involved, I do not see what jurisdiction the Board 

will haves 


luRe FRAWLEY: Over your pipeline. It 
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goes in there by a pipeline and that very pipeline of 
your company would, in my submission, be under the 
jurisdiction of the Public Utilities Board. 

Mh. nAHAPFFY; Yes, but before it gets 
there we have to pay the 6 cents, before it gets into 
our pipeline. Now no regulation of the rate on our 
pipeline is going to help us on that. 

wR. FRAWLEY: No, but it is as I under- 
stand it, and perhaps we will come back to that again, 
it is futile to discuss it without the evidence here, 
Dut what tir. Nolan says, it reaches this Public Utility, 
the Royalite pipeline in some fashion, whether it is 
only momentariiy or not, then immediately the Board is 


seized with jurisdiction. 


Wiite shAHAFFY: Wo, it never reaches the 
pipeline. 
WRe FRAWLEY: Lt does not reach the pipe-~ 


line? Perhaps you do not understand that everything in 
connection with the pipeline, the tanks, the connecting 
lines, the valves, all of them become part of the pipe= 
Line. and,is a publie utility uncer that definition in 

the Pipeline Act. 

MAJOR LIPSETL: That is equal to saying 
that the tanks that the individual wells, which es been 
put up at the individual wells for the purpose of storing 


their own oil to be handed over, is part of the pipeline. 


wie MAHATEY: Would it go that frr? 
MAZOR LIPSETT: Would your proposition carry 


you that far? 
FRAWLEY ; It is well worth looking at. 


LT. © 


Bis 
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Whatever the Statute says but if for any amount of time 
it gets into any part of the Royalite Oil Company's 
pipelines or gathering system or anything necessarily 
incidental to this gathering system, I will go that far 
ard I will say it is subject to the jurisdiction of the 
Publie Utilities Board. 
wAJOR LIPSETT: ine Rovabite, of" so0urse, 
es 2 Understand 205° 18 ana dual capacity, first of all 
it is a producer of oil which as I understand, perhaps 
wrongly, that they have tanks at their wells in which 
they put the oil when they bring it up from the well, 
prior to handing it over to the pipeline and then the 
second capacity they have the pipeline which takes it 
from these well tanks. 
wine FRAWLEY: Yes, but hire Mayland's 


company takes it from a central battery of tanks, it is 


ealled. 

MRe MAHAFFY;: No, it is the tanks at the 
well. 

tuRe MAYLAND: The production tank. 

L.Re MAHAFFY: The production tanks right 


at the well. It is true two wells are hooked to the 
same tank but it does not make any difference. 

MAJOR LIPSET?: It may be just storage. 
wRs FRAWLEY: It might just escape, it 
might just be quite:on the line and it might escape 
the jurisdiction of the Board. 

WITNESS : Who dces the pumping, lir. 


Mahatfy? 
Wke wmAHAFFY: T do not know who does the 
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pumping. Who does the pumping, lire Mayland? 
WRe MAYLAND: We offered to pump the 


well and that is all. 


WRe FRAWLEY: It is idle to discuss it 
TCWe 
Q MRe st:AHAFFY: Now I suppose it is also 


true and fair to state, aire Cottle, that aside fran the 
refinery, being the thing. which we have been discussing, 
that the producer, that is the ower of the well which 
is gut down to this market requirement level, he is 
losing the sale of a certain amount of oil? 

A To the extent that we curtail production from the well 
below what the producer wants to produce it at, he is 


losing somethirg, yes. 


wmRe SMITH: Postponing it, is 1% not? 
MRe MAHAFFY: Well that is just the 
problem. 

Q, MRe MAHAFFY: The fact is that if the 


well could be produced efficiently at 400 barrels a day 
and you cut the production to 200 barrels a day, he is 
losing the sale of 200 barrels a day, is‘he not 

A Well he is losing the right to produce the 200 barrels a 
days I do not know what is implied in the loss of a sale. 

a} Assuming he could wsell it? 

A Yes, that is right. 
That 1s right? 

A He has not lost the oil of course. He has lost the sale 
of TAS oll» | 


Is that nct debateable, whether or not he has lost the oil? 
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A Perhaps it is. .I do not know. 


re 
any 


But in any event the 200 barrels a day in the meantime 

is being sold by some other concern tc take up that 
slack, is it not? 

A Presumably, yes, unless the person who would have 

bought the oil is buying from some other field. 

Re tAHAFFY: iy Lord, there are some 
things in connestion with the statement filed by iir. 
Cottle this morning that so far as I am concerneé, in 
order to understand intelligently, I require to discuss 
them with a competent engineer and I wish to have the 
privilege, ii I mmy, of having iir. Cottle recalled to 

the stand in the next day or so and the privilege of 
eross-examining him further on those points. 

THE CHATRiAN: vs COLGLe, in Order (oo 

do work for us, iixr. Cottle is going #ast and I am afraid 
you will have to go into conference with your engineers 
tonight. je expect to release }ir. Cottle tomorrow night. 
Mike MAHAFFY; Anything will be quite 
satisfactory, sir, and there are also sume questions with 
regard to the production of gas from the gas-cap that IL 
want to discuss with lir. Cottle too. 

THE Cra TRsiAN: You can have your conference 
tonight and your examination in the morning. 

MRe pAHAFEY : Yes, that will be quite 
satisfactory sir. will tomorrow afternoon be suitable? 
hike FRAWLEY: Tf you can do it in. the 


morning. 


THE CHALTRMAH: I an afraid you will have 
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to work tonight, Mr. Mahatfy. To my certain knowledge 
you have done that before. 

WRe iAHAFFY: I was just telling Mr. 
Frawley, sir, that I have a council meeting tonight, 
which kind of breaks into the evening somewhat. If I 
could go on tomorrow afternoon that would probably give 
me a little extra time tomorrow morning. 

THE CHA TRMAN ; We hoped to be through here 
with Mre Cottle tomorrow at noon. How does it affect 
your plans, Mr. Cottle. 

wRe COTTLE: Well I am planning on 
leaving the city as quickly as I can, at the latest 
Wednesday night. In the meantime however, I have an 
enormous amount of work to do and material te gather. 
Any time that, any additional time that I spend here de- 
tracts from the work I am doing of course. 

THE CHAIRMAN: Well lLir. ijahaffy, this 
statement is not very long, of tir. Cottle’s and you have 
from 4 o'tcloak today until 11 o'clock tomorrow morning. 
MRe MAHAFFY: That will be satisfactory, 
sir, 11 o'clock tomorrow morning. 

THE CHALRAMAN; I am quite sure you can 
get informed sufficiently for the tipanioue of cress- 
examination by thens That in no wise touches upon your 
leading evidence in support of any views you have, that 
does not pertain to Mre Cottle. 

MRe MAHAFFY: No, I understand. 

THE CHAIRMAN: hire Cottle is going East 


on the business of the Commission and it is important that 
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he get away for a confereence with Dr. Frey in order to 
be sure of hearing Dr. Frey at the middle of the next 
month 

wRe uAHAFFY ; Your Lordship probavly 
appreciates, reading some of this report, the methed by 
Which they arrive at the rateable allowancee I do not 
unaexstand it. Lt will have to be explained to me. 

THE CHA IRMAN;: Yes, but, 1 do not think 
it will take very long. 

Like MAHAFFEY; I do not know whether I am 
particulayly dense or not but I could not understand it. 
THE CHATRMAN: Il think you can be in- 
structed without much difficulty. 

who MAHAFFY ; Yes, I think I can be 
quickly instructed and it may be that when I am in- 
structed I will have nothing to say about that particular 


phase of it. 


THE CHA Thums N; Yes. 
WR. FRAWLEY: Anything further? 
WRo NOLAN: I just want to make one 


coservation if I may, sire. AS you know, sir, some time 
ago I made a statement o1 behalf of my clients as to 
whet we were prepared to sell oil for to the independent 
refinery, field prices, pipeline charges and handling 
charges. So far as I know there has been no deviation 
from the policy which was enunciated before the Com- 
mission at that time, hut there has been an entirely new 
set of circumstances bronght to the attention of the 
Commission where a company is Galene delivery of oil at 


a central tank battery on the lease in the Turner Valley; 


n 


C4 
iat 
~ 13,108 - 


F.G.Cottle 
that is something which was not brought to our attention 
at the time we were discussing the pipeline. An offer 
was made to bring it into the pipeline afterwards, DUtLL 
would like to make it clear to the Commission and I am 
sure iir. Mahaffy did not intend there has been any 
breach of faith on the part of the company, in adverting 
to what they have said vefore this Commission through me 
as their counsel. 
THE CHATRWAN: I did not understand Mr. 
wahaffy to make any such suggestion. 
MR, MAHAFFY;: The only suggestion I did 
make in that regard, sir, I do not blame the Royalite, 
I. think they asked too much but that is their privilege, 
but the orly thing I did wish to convey, not that the 
Royalite should have done something but I do say that 
the Conservation Board when they put into effect the 
scheme which they have, should see to it that in the 
dividing up of that production everybody should get their 
proportion or the amount of oil that they are entitled 
to at the same rate.e If they say to us “You cannot pro= 
= duce it from your own well but you are entitled to get 
it from iir. Nolan's well", then we are entitled or we 
should be entitled to get it fram Mr. Nolan's well at 
the field price and if the Board wants to restrict pro- 
duction to market requirements they should see to it 
that that corollary is enforced and carried out. 
MRe PLOTAINS: May L ask Mr. Cottle a 
few quest ions? 
THE CHAIRMAN: Yes. 
Q, Ro PLOTKINS; lire Cottle, I want to get 
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a little better understanding of the conception of the 
board as to its duties, the Act explicitly directs the 
Board to affect conservation by burdening them with the 
duty of so directing operatings that no wasteful method 
of production will be permitted, is that a correct un-= 
derstanding? 

No, it does nct say that, Mr. Plotkins. 

Is that your conception of the duties of the Board, one 
of its duties? 

I said in my statement that the primary object of the 
Conservation Board is to regulate the production of 
individual cil wells in such a manner as to ensure a 
reasonably efficient operation of the field. 
Reasonably efficiert? 

Yes. 

Kfficient in the light of what? 

Efficient in the light of the things we have in mind. 
What is your conception as to the burcen of the Act 
that 1% places on you? 

I do not think it matters what my conception is. The 
Ach is very Glear "The intent, purpose and otject of 
this Act is to effect the conservation of oil re- 
sources and gus resources or both". 

Yes? 

"By the cortrol or regulation of the production of oil 
ovrgean oxy both". 

Surely. By regulation of the production? 

That is right. 


So as to prevent waste, is that one of the conceptions? 
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A Well that is right, to prevent waste is the same as 
saying to conserve, I presume. 

Q So that in practice, to prevent waste and get the 
most production out of that field, because that is your 
ultimate-object, is it not, to get the most oil out of 
that particular area, is it not, to recover the greatest 
amount of oil out of that reservoir? 

A Well. that is the object. 

Q, Yes, and to obtain that, then your conception is you 
must prevent each individual well frem wasteful methods 
which would permit them to take oil out that would effect 
the whole field? 

ry IL would say that we must see to it that each individual 
well is operated with reasonable efficiency. 

Q With reasonable efficiency? 

A And without any unreasonable waste, which would be the 
same thing. 

Q That means that you are going to see that each well only 
takes out its proper share of oil and its proper share of 
gas, in relation to the whole? 

ra That is right. 

Q Now there is no dispute as to that function of the 
Board, of enforcing rateable withdrawal from the field? 

A DPHaL War BAL « 

Q But when we come to determing the withdrawal that is 
where the difficulties arise, I mean you are then faced 
with what amount of oil you will permit the field to 
produce, is that not currect? 

A Are you speaking of each well. 


No, the field as a whole? 
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A Yes- 

Q Aud when you get to that stage then you are up against 
the problem as to what you will fix as to the amount 
of oil which will be produced fram that field? 

A From day to day. 

a Yes, and that problem, you endeavour: to solve by 
jnforming yourselves as to the probable requirementa of 
the purchaseers? 

re Ehat is right. 

Q And you have no means of determining whether the pure 
chaserswill .ive you a figure that will reflect their 
market conditions from day to day or whether it will 
reflect any other conditions they may have in mind? 

A We do not care whether it reflects their marxet con= 
ditions or any other condition. All we are concerned 
With 18 whether or not they are going to take delivery 
of the oil. If they are our concern ceases. 

2Q so that if that is sll you are concerned with, a company 
Gan fnominats whatever it sees fit and you will accept 
that, within reason? 

A Within reason. You say “Will nominate whatever it sees 
fit", the business of nominating is merely to inform 
the . Board how much oil is likely to »e taken? 

Q Yes, that is for the informmeation of the Board because 
that is the busis of determining your allowables? 

A Qa: Orn 

Q So it is very vital to the Board? 

LA Yes. 

Q Now in the. light of that situation, if the Board in- 


serferes with the nominations or the amounts that each 


company has named, by saying “Well now we do not believe 
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A 


Q 


they will take that much", or "We believe they will take 
more", because as I understand you, you do not accept 
these nominations, you use your own judgment when you 
come to totalling them up? 

Oh, we always use our ow judgment. As I say all the 
nominations sc called are indications of what may hap- 
pen and with that information and with the benefit of 
statistics which we have frem previous years and with our 
own general kuowledge or what is goirg on, we decide that 
a certain figure will answer all requirements. 

Yes, so that it is possible and it has in fact happened 
in the past where we will say the companies can nominate 
29000 barrels per day for a given period and the Board 
has cut it down te 22,000? 

That has happened in the past. 

Yes? 

Yess 

So that what you do, not only do you attempt to forecast 
tie demand for what the companies will take but you also 
attempt to interfere or at least to weigh, is probably 
the right way to express it, to weigh the judgment of the 
companies in the matter of how much will be their future 
requirements? 


No, we have never got to forecasting. We never attempt 


to forecast, sir. Plotkins, we use our best judgment. We 


use our best judgment to do it. We are not trying to 
test the judgment of the people who tell us they are 
going tom use so much oil» All we are interested in is 
to find out to the best of our ability what the probable 


requirements from the field are going to be and we use 
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whatever means we see fit to arrive at that figure 
without in any way trying to restrict it or trying to 
prevent people fron getting oil or trying to force 
people to take too much oil. 

But what I am getting at, there may be a weakness 

in your method of determining the allowables? 

Well what is it? 

What I have in mind is this, If you can so do, and you 
have in fact taken on yourselves to reduce the nomin- 
ations by whatever sum it might be, however small, yeu 
are then disregarding anything that individual refiner- 
je3 may have taken into consideration when they made the 
nomination because as you realize in the refineries, we 
heave te accumulate refinery stock, we have to accumu- 


late a certain amount of orude, because we anticipate a 


shut-down for cleaning purposes and we may want to in- 
crease our throughput in a certain period to provide 

for the time when we shut down, so that if you attempt to 
weigh these matters or if you are not familiar with them 
or ignorant of them or you-cut down the allowables to take 
care of what you think will be the probable requirements, 
and is that uot the reason for what happened here a short 
time ago whem the Imperial said "Well we would like to 
supply you but cur tanks are empty and we are going to 
take care of ourselves first and it there is any surplus 
you can have it", I am just telling you what happened to 
us and I would like to know your views about it? 

Did that happen to you? 


Yes, it happened to us? (Guestion continued on next page) 
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f may say for your information so that you may give us an 
intelligent answer, I might relate the circumstance. 

A short time ago, I think it was about six weeks ago, the 
Imperial Company ‘phoned me up personally - in fact it was 
Mr..Coultis - and said "I am very sorry to inform you 

but it looks like we are going to have to discontinue shipping 
you. crude because we heve reached the stage where our tanks 


are empty and we are scraping the bottom, and naturally we 


are not, going to give you our oil unless we are supplied first." 


That was his words. that wasi.provebly correct.) ) dado, not 
know. I have no means of knowing whether it was or not. 

But those were the facts. There was no question of price or 
anything except availability. In the light of that is it 
possible that your we thod of Getermining allowables has 
failed to. take. into consideration certain situations that 
must of necessity be taken into account by the refineries? 
No,eal would hot think so because I know of ho reason why 

the; person,.supplying you oil did not have ample oil, to supply 
you with. di ited nog have ample oi. top supply gow 

with; they did not make known their neeas to us properly 
because;we were. at all times willing to see that sufficient 
Oil was supplied vo meev evyeryonc*s reasonable requirement. 
How can you say that you are at oll times willing to see 
that sufficient oil is available because once you have made 
an allowable you do not concern yourself with seeing whether 
we get our requirements or not? 

if we find people are not petting their requirements we will 
igsue a new order the next day. 

The next day? 


Yes, if there is any need for it. 
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Mr. Coultis added in that conversation, I said to him 

"All there is to do is for you to get more oil from th field, 
the right to nroduce more oil." "Yes', he said, ‘that 

will take some time. That is correct.' He said 'We cannot 
increase our pumping and so on overnight and all these things 
must be weighed ahead of time." You cannvt change an 
organization like the Royalite pipe line. They cannot change 
in twenty minutes. it takes times, So dtamejust, asking 

your views as to why you should conceive it your duty to 

eu’. down the requirements or figures that the different 
refineries have given to the Board as to their requirements. 
Are you suggesting that we make a practice of cutting down 
the estimate? 

No. 

What I meant by that was this, Mr. Plotkins. In the past 
people have informed us they are going to take 1,000 barrels 
a day and we will. put 1,000 barrels a day in our allowable 
of take care of it. Then we find out they only take 400 
barrel ene) day... had happens on several different occasions 
and the first thing we know we begin to discount whet some 
MeCuLes welds to endvoften di.is the’ reverse. » They will say 
that they want 1,000 and something unforeseen happens and 
they take 500. The immediate result is that somebody's 
tanks get low or get too full and the next result is we 

see to it that that is adjusted to meet the requirements. 

I would not subscribe to your suggestion that there is any 
weakness about it. As far as any storage stocks, the 
Imperial were never so low that you could not have been 
Supplied and that is the first I have known you were not 

able to) set your, supplies, personally. 


You say that there was some individual that would nominate 
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1,000 barrels and only take 500. I want to give you some 
information for you to use in giving us some practical 
answers as to the problems the Board is faced with. In order 
for a company like ours where we have no storage available, 
that is no big amount of storage to take care of its immediate 
requiremeits and when I say "immediate" I mean sixty days, 

we have to at certain times of the year anticipate requirements 
and nominate higher than we will use that month so as to 
accumulate in the storage tanks of the Imperial, which is 

tae Che’-that supplies us, a reserve: now, that resgérve may 
not come to us that month but in the course of the next month 
or forty days or sixty days it will reach us and it will be 
available Tories in theiz’ tanks. So that the fact that 

we nominate 500 barrels in a given month and only take 300 

we will say, does not mean that we ©re not prepared to take 
the S00VOr ne S5COS it just means that we are adjusting 
OUrSeLves tC Bhe point thal the Board has created where they 
weigh the demand and supply so close that we have no means 

of accumulating a little reserve except through that method. 
So that in the light of that would you say that your Board 

Us justified bSscause our ‘company or some other company 
HoOminasies a Lritle: more than their absolute current 
requirements, would that justify your Board the next time 

we make a nomination to diecount it? 

Maybe it would not. The job the Board has to do is to 
estimate or guess, use any word you wish, how much oil is 
poling to we tekken out Of the field. But we do the best we 
Canwe as Tar vas vow are concerned personally, Mr« Plotkins, 

I think I can say that every time we found out from you how 
much oil you were going to take we put you in the list of the 


requirements at the figure you gave us. 
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At which? 

At the figure you gave us. I do not think we have ever 
discounted what you have s&id about it. Further than that, - 
we do not take each individual person. What we do, we take 
the more substantial figures and allow a yound sum: 

We allow a round sum which we are reasonably sure will take 
care of 11 roquirements. We do not. try and make it 
balance to the barrel or even 100 barrels a day because we 
know there is sufficient leeway in storage that if it is 100 
barrels a day too low or too high it does not make much 
adiftensnce. 

What you are saying now is as far as the Board is concerned 
they make ample provision to take care of the refineries? 
VGttaiwiy .~ and heat is done at all times. 

~“o we must look elsewhere for a situation like that that 
arises? 

If, you. were unabie to get your requirement at any time the 
fault would not lie with the Conservation Board. 

Theat test ome of the points I want wo,draw the Board's 
attention to ana your attention tou. If that is,so then it 
goes without saying that the largest producer and the pipe 
line isin a position itsélf to regulate the supply and 
demand apart from tke Board's order. 

Mewoive thine may, Ti oreésume, apart from the Board's order. 
If there were no Board at all the pipe line might exercise 
some function in that respect. 

And there is nothing as far as you know of to stop them from 
doing that? | 

No. 


They could nominate, I mean they could waive all the require- 


. ments of the market and arrange their nomination so as to 
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balance their stock and everybody else's stock? 

As a matter of fact, that is done to a great extent. For 
instance, we do not take nominations. I say we do not take 
nominations, we do not take any nominations because, in my 
judgment, the word "nomination" is an improper one. We do 
not take the individual refineries in Saskatchewan am find 
out what oil they are going to ttake. We have to guess and in 
guessing we use the judgment of people in the best position 
to know and these people are either the Imperial or Gas & 
Oil Products or yourself. any one who happens to be shipping 
to other people and have some reason to know what their 
probable needs are. If we set figures that are too low then 
we increase the figure. If we set the figure too high we 
will decrease it by a subsequent schedule. 

DoOldm Dereireinysugsesting that the pipe line, or the 
Royalite Oil Company or the Imperial could themselves create 
a condition that would make it, that would bring about 4 
AiwmiatlOnwenoretnere would be very Little O01] lettin 
reserve. 

MR. SMITH: Lwnider 121i thet a Ss a.teir 
question to ask this witness by any stretch of the imagination, 
having regard to the wide limits of cross-examination. 

Mr. Cottle is here and has told us all the Board does and 
gave his ghee We have asked a certain hypothetical 
ease that would permit of some individual doing a certain 
THLNL LOL vOLLer . It i¢ a matter of reasoning. It is not 

& case ofr cross-examination Bnd particularly OL 8 puplic 
OLELCen. 

MR. PLOTKINS: The reason I asked that question 
is because of the fact that the Board determines or attempts 


to determine the probable demand and they create a condition 
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where some refineries or all of them may take advantage of 
that situation and balance up or make a very close relation- 
ship between supply and demand and thereby maintain prices 
or prevent competition. 

THE CHAIRMAN: It is quite open to you to argue 


that before us. it is quite open to us to make any inference 


we See 00i,. as I have said before, we won't make any witness, 
other than one who poses as an expert, draw conclusions 

OL Lact. 

MR. PLOTKINS: Where .do you consider, Mr. -Cottle, 


that you get the authority in the present act to weigh the 
market and regulate production accordingly? 

MR. SMITH: Lam going to object to that. 
surely that is purely a legal matter as to whether or not 

the Boerd hes exceeded 118 authority. 

THE CHATRMAN: Yes. I havé had in mind) gor some 
time asking Mr. Frawley, and I will now to obviate this, 

where do you find here the authority of this Board to pro- 
rate to market? 

MR. FRAWLEY: I am guite willing to give some 
LHousny bo tp and address myself to.youy. Jir. Chairman, 

But, of course, I am not appearing for the Board. 

THE CHAIRMAN: No, but You are appearing for Gur 
assistance. 

MR. FRAWLEY: Yes, and [I must: help you all 2 can. 
THE CHAIRMAN: Would you mind telling me — Mr. 
Smith no doubt will argue the ease when it comes for argument - 
is it a matter of inference from the words used? 

MR. SMITH: That-i5 ed. 


MR. FRAWLEY: There is no question about that. 
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You will find no authority to the Board to have regard to 

the market at any time. That section, I my gay, was 
deliberately left out, from what I know of the building of 

this act, was deliberately left out of the current Statute. 
Therefore, one finds everything that the Board has by way 

of powers pretty well in Section 3 of the Act and in Section 16? 
Andean »Seetion, 1.3. 

That is incidental, yes. That is the general powers of the 
Board, "and for that purpose to do all and any acts and 
things which are necessary for or incidental to the performance, 
SexecWoOn,or carrying out of any such duty, power or function.” 
TOs howe wo Join out tre nower or function. 

THE CHATRMAN: TO Nave TO 2o.tO the OnseC Gon 
your act, which is conservation. So o justify pro-ration 

tO market, you_have to associate it with conservation. 

MR. FRAWEY; Any rererénes to market or Having 
any concern with market must only be such as to assist the 
Board and incidental to the Board in carrying out. its 
functions, namely, conserving oil and gas resources in Turner 
Valley? 

(pehhessy Galsainephay respect, leaving aside the word 

market" and dealing only with the word "pro-rate", the 

Board knows of no method by which it could accomplish its 
scheme of conservation without pro-ration, pro-ration of 

total production. 

THE CHAIRMAN: Why? 

For the simple reason that the individual allowable of each 
well must, in the Board's judgment, be related to the 
individual allowable of each other well in proportion to the 
individual characteristics of each well, which gives you - 


a proportion. You could not effect proportion without 
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having pro-ration. 

Why ? I suppose it is a mattcr of engineering. You are 
coneerned with what you are withdrawing from the field, 
not how many wells are withdrawirm, and to keep the balance 
of equalibrium? 

AS a matter of engineering we are concerned with the 
individual characteristics of each well and with the amunt 
that is withdrawn from cach piece of property and each well. 
In order to accomplish that I know of no means other than 

a basis of operation Similar to the formula I have explained. 
What is it we pro-rate? We pro-rate the total producticn. 
We determine the total production from the market. Heroe, 
it may be said we pro-rate to market. But the words "pro- 
ration" ani "conservation" are not separable. The word 

Mme reel. of oburse jos. We could pro-rate instead of to 
market to something more or something less than the market, 
but as a matter of practical application we can see no 
purpose inipro-rating any more oil than is going to be used. 
It is pro-rating to market whether you think so or not. 

If I understand the evidence it is just exactly what you are 
OCOing. | YOu, find,ousi what: the demand is as far: as you can 
and them you divide it up amongst those who are interested in 
supplying tne demand in accordance with certain procedure 
which has been outlined. 

MR. FRAwLEY: S50 lons.asathere tistnovcontlict 
with good engineering practice. The point of conflict has 
not been reached. 

THE CHaAIRMAN: O-ite .802, el isay li tryouw have two 
holes side by side, will you tell me what it has to do with 
engineering whether the oil that is allowed that area comes 


out of the two holes or one, whether owned by two people or 
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one? 

Yell, my understnading of the engineering is if you have two 
wells you would have each of them under normal circumstances. 
produce. It may be that one of those wells is one that 
good engineering would say should be ‘closed up. Ido not 
know OF any such well. But certainly it is the opinion of 
the Board you would have to have rateable withdrawal from 
each of those wells in order to produce that field, which 
now comprises only two wells, to have it produce efficiently 
so as to recover the most ultimate oil. So that whatever the 
total amount of oil is produced by those two wells must be 
PrOogucca by Caunorateahly. That 1s the engineering advice 
which we’ have from these experts. 

MR. COMMISSIONER LIPSETT;: Would that apply in the case,for 
instance, if the Royalite Oil Company had two wells on two 
adjoining 40 acre sections and that either one of them would 
give them their full allowable according to the market, 
would you still say they would have to go to the expense of 
Reeping both wells open, or could they shut in one? 

That would depend on the individual circumstances and 
individual characteristics of each well. ye is altogether 
possible we would insist on each well being produced rather 
than shutting one down. On the other hand, other circum- 
stances might draw us to the conclusion thst one of the 
wells might shut down, as indeed a number of wells are shut 
down in the gas-cap. But in the gas-cap we won't allow the 
gas to be taken out of one part of the field and the other 
part shut in completely. It creates low pressure areas. 


That is a rather different consideration? 


Gas-cap to oil. Well, it is different because the circumstances 
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are differant. But we would have to deal with each set of 
circumstances on its own merits. at the moment we have had 
no application before us for permission to shut one well 
down and produce the conbined allowable of two wells from one. 
There might be some merit to the suggestion but we have not 
yet nad to deal with it. 
THE CHAIRMAN: 4t the moment, Mr. Frawley, it 
strikes me that efficient withdrawal from the pool is one 
thing, within the range that it is considered efficient, 
that is one thing, and that is the way that would be best 
Operated by the individual owner to conserve an asset that 
[ees cele alr as between owners in a divided pools 
having regard to the market demands it seems to me another 
thing and the one may be as important as the other. The 
two, perhaps,should be associated in all conservation 
schemes but I am hoping to get light as to how they are under 
this Act which Ll have just read. 
MR. FRATLEY: Do you see a relationship between 
rateable withdrawal between two wells---- 
THE CHAIRMAN: No, I would think that rateable 
withdrawal to meet market demands in respect of drilled wells 
may prove to be quite inefficient if they were not so spaced 
and so related to each other and to the pool as a whole to 
allow the most efficient withdrawal from the point of 
conservation. From the social aspect it is something quite 
different again as to what is just and all just, very 
GL ELerenth as between owners in the pool in this Province, 
with which this Provincial Government is concerned no doubt. 
YOusseey a .congerveation scheme as I see it is one thing and 


it may be so enlarged as to embrace social aspects and 
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Fo eG, ‘Cottle. 
endeavour to see to it that there is equity as between all 
parties interested in the pool, but I say they are definitely 
not the same, and it is a confusion of thought to try and 
make them the same. 
MR. FRAYVIEY: are they not inter-dependent. 
Do you not think that a total disregard of the equities as 
we have been using might very pertinently affect the new 
eouservavion of the field. In my submission i+ seems to 
me if the Board totally disregarded----- 
THE CHATRMAN: if the Board said nis te 
efficient production" and they decided that for themselves 
PTOM is pool, they heed not care insofar -ag production 
goes one iota what the market demand is or how it is to be 
supplied, or by whom. 
MR. FRAWLEY: Except if they continued to be 
Pott oerent and Lert the production; weli,a good exampleris 
Pelpiieet to-Gey"*s production of 22,000 or 23,000 barrels 
BDO Jolt 1 where indetinitely and said they would not, took 
at it till next Spring, as soon as the demand went down to 
about 10,000 barrels the Board says "We know perfectly well 
in a) short time a weli that we gave 200 barrels to. on the 
23,000 total allowable would not produce the 200 barrels 
and could not produce unless they want to allow the oil to 
run down the gutter." They would not produce more than 50. 
As soon as that happens we have a number of these 200 barrel 
wells producing at 50. Then we have, perhaps, some of Mr. 
Mahaffy's clients over here that are able to produce up to 
200 on Mr. Cottle's present allowable, and then ir. Cottle 
says "That is unrateable withdrawal. That is dissipation of 
energy. !! 


THE CHAIRMAN: That is the same as saying that 
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F. G. Cottle. 
the Board is charged with the responsibility of seeing that 
those who are allowed to produce do produce. 
MR. FRAWIBY: Probably. My sGint is stat Your 
Lordship says whether sccial or socialogical or judicial 
they are related to dissipation of energy and upsetting the 
equilibrium. am I putting it rightly? 
We think so. we do not think of these things as being sucial. 
Whatever they are. 
What we do is this, we try to keep equilibrium in the 
Procuction rate im theiiield. Suppose, eas Mr. Frawley said, 
we have wratwe considered to be efficient production at 
poO,v0O barrels per vay. The efficiency of that rate of 
production depends upon each well producing in a certain way 
BeCOrd ing tO the result of the formula we use. Now, if the 
Vote cvensnd ror Olle eces down to 10,000. berrela.a day the 
withdrawal Over a period of 235,000 barrels a day is not 
BOunge DO be produced unless, of course, we see to it that 1% 
is going to be produced and not being in the position of 
managing tank farms and what not,we certainly cannot siee it 
was going to be produced. We do not buy any oll 80 we 
Gannot see it is going to be produced, and knowing it won't 
be produced we know inevitably that 23,000 oe per day 
is nou going to be the total rate of production of the field 
and that individual wells are not going to produce at the 
rate upon which our efficiency is predicated. That being 
so, we might just as well face the situation when we see the 
demand go down because we are going to have to face it sooner 
or aver anyway. if we found a condition, for instance, today, 
and supposing we had no pro-ration whatever today and we 


found half the wells in Turner Valley producing and the other 
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half not producing it might be the first thing we would do 
would be to step in and see that each well produced something 
and produced something rateably to the various characteristics 
of those wells. That would be the first step we would take. 
Ye avoid having to take that step by keeping the situation 
in, Nend and keeping as constant a state of equilibrium from 
the outset. We think our formula evaluates these different 
PNETaCLertStlespor, errlicieney. 
MR. FRAWOSY: Your Lordship sess two conflicting 
objectives;, one that the Board should be concerned with and 
One it seems to me Your Lordship thinks they should not be 
concerned with. My difficulty at the moment is----- 
THE CHAIRMAN: i think, pernang,. one Boer 
sioui0 be concerned With both, very much. I, am putting it 
to you as counsel to the Gommission, have they the power 


under the Act to do what they heve? 


MR. FRAWLEY; Oh. 

THE CHATRMAN: Or are they soiling oulwon thelr 

way to do something that they have not the slightest authority 
to do? 

MR. FRAWLEY: That ls a large question and 1 


am mindful cf the situation of the British North America Act 
SDA a LOtaor, CNOSesybnines., - Bul at the moment 1 would. not 

like to say as to whether the Act says so and so. 

THE CHAIRMAN: I am not even considering whether 
the act if it embraced something more would be constitutional, 
and if it embraced something more it were unconstitutional. 
Then the inference of the Board from an Act which does not 


Mention Gb is equally bad. 


MR. FRAWGBY: BiGLnes Theil NSA. 
THE CHAIRMAN: I was not discussing the 


constitutional question. I was wondering if a recommendatiun 
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was not to be, if we are to embrace the social as weil as the 
conservation feature of the conservation scheme su-called 
elsewhere, if we have not to recommend an enlargement of the 
powers of this Act and leaving to the officers of the law to. 
decide whether it would be constitutional. That is what is 
presently concerning me, why it is good engineering practice 
to determine how and where and when there shall be withdrawal 
Grom the pool but leave who géts most o11 out of that pool 
ultimately anc is not concerned with the market demand, whether 
all be pulled out this year or next month or when. But 
other forees come into play and to protect those people in 
the pool and protect the investment it Micha be quite 
well S8id that you must not think of this under the rule of 
capture. YOu Must’ think of iteas, the law in force to 
see that everyhody has a share of the common pool, so we are 
ge0ine to regulate this so that.you will all get your fair 
share eccording to the yard-stick that we think is a just oné, 
Map 1Seno ther thing end the right thing, no doubt.’ But st 
am curious to know how this Board without anything in this 
Aet that seems to say that, unless Mr. Smith can convince us 


by inferenee it does, is assuming the power. 


MR. SMITH: I accept a good deal of responsibility 


i the Oreiting Of 10, Sif. 

THE CHATRMaAN: It leaves out the express words. 
MR. MAHAFFY: There are severa. factors behind 
this thimg. “s Your Lordship may remember, an agreement was 
made between the Provincia: Government and the Dominion 
Government at the time the natural resources were transferred 
and that agreement contains certain clauses saying what the 
rignts of the Province be with respeet to “these fiatural 


resources. The agreement was subsequently amended. By the 
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way, before if was amended the Spnoner case went to the 
Supreme Court of Canada, holding the 1432 Act unconstitutional. 
Largely bedause it exceeded the powers given the Province in 
that agreement: 
MR. FRALEY} Only because of that. 
MR. MAHAFFY! That was the main ane. Then the 
agreement between the Province and the Dominion was amended 
and in the Spring of 1938 the new Conservation Act was passed, 
drafted by my learned frieriis or Sbdine of them, I do not know 
who, which Botuelid provided and gave the Board the right to 
pro-rate to market, and that was one of the principal grounds 
on which we attacked that act in the Courts, because thére 
was no right given to the Province to pro-rate production 
from these Government leases to market,under their agreement 
with the Dominion Government. They were given the right to 
put into effect a@ conservation scheme. 
MR. SMITH: You als» attacked if on the 
additional ground that the Legislature had no authority 
anyway. 
MR. MAHAFFY: There were several grounds of 
attack and that was one of them. My learned friend Mr. Smith 
apparently advised the Legislature to pass a new Act. As 
far as I can see when you get down to the meat of this thing 
aL youvdao when, you set*down to Section 6 is’ to copy the 
wording of the agreement between the Province and the Dominior, 
namely) thay\the effect) of the Act is to effect conservation 
of oil and gas reseurces or both in the Province by the 
GOniro) Orjresuleation’ of“ the production of oil or gas or 
both, whether by restriction or prohibition and whether 
generally or with reSpect to any specified area or any 


specified well or wells or by re-pressuring of any oil field, 
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gas Tield or oil-gas field and, incidentally thereto, providing 
for the compulsory purchase of any well or wells." That is 
the wording in the amending agreement between the Province and 
the Dominion and that says nothing about the power to pro- 

rate to market. Then in Seetion 15,or 16 rather, my learned 
friend recites in his new Statute that'tin order to effect thé 
IMGentie aD Tposs and object of thid Act,” which is set: forth 

in Clause 3, - "the Board is authorized and empowered with ‘the 
approval of the Lieutenant-Governor-in-Council to control and 
regulate the production of petroleum, either by restriction or 
OrOn soit onl or both, and so on and so forth. # 

THE CHAIRMAN: surely relating beck to conservation. 
MR. MAHAFFY: To conservation. 1 am goane back 
then to the agteement which I tave mentioned, my learned 
friend by this Statute endeavoured to get away back from 

this idea of pro-rating to market. He says absolutely nothing 
about it. He tried to side-step that, and I say "side-step" 
without any malice. 

MR. SMITH: Don't worry. I tkve had some 
troubles, as you know. | 

MR. MAHarFY: Nevertheless, we find the new 

Board under the second Conservation act, the existing 
Conservation act, doing the same things in exactly the same 
menner as they did under the Act which was cast in the ash-can. 
They are still carrying on all their operations on the basis 

of what will the market ae and not on the basis of what is 
the best type of conservation and how much should the field 
produce to supply the market requirements and let everybody---- 
Mo es iT: tf rave agreed with everything up 


+o the last statement. 
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MR. MAHAFFY: : if the market requirement goes up 


to 100,000 barrels a day it is going to be interesting to 

see whether they will allow the field to produce it. Certainly 
there has been no indication yet. Mr. Cottle said this 
morning he did not know where the most efficient production 
point was. 

THS CHAIRMAN: You see, Mr. Frawley, if I am right 
in the thought that I only hold for the moment, there is 
something in this Act that says you can pro-rate to market 
and that to be equitable should be in the exercise of its 
discretion perhaps a wise one and, perhaps also, a mistaken 
one, as deciding that they will co equity between parties, 
perhaps, as Mr. Cottle suggests, in order that it might not 
eqversely saricct. the pool as a whole, still it would now 
appear now,) and this is not a criticism of what MMs been done 
but it is a query as to whether there is the power to do 

that woich Has been done in the body that is doing 1%. If 
there is not the power in the end we might be prepared to say 
the authority should be provided and I am mentioning it now 
because we also might say it should not be provided on the 
basis on which you are now putting it. ek: should not in the 
neme of doing equity allow inequities to arise, and if you 
are going to do this you have to take some more power and deal 
with it as if it was a unit operation, so that everybody gets 


his share. 


MR. FRAWLEY: Yes, I follow what Your tordship 
says. 
THE CHAIRMAN: It is a very involved end, datticuls 


thing, as 1 see it. 


MR. SMITH: It is, and the Conservation Board 


i FEES es Pere 


ot ae Fag na 
i? fihe Awe litoy Bae tae a daa ‘aad wrelte = 


Py ot 


Pee : Ze «2 Ih. s. 
ra ea ope oe i ict fat SO eyo a Jae ipa es tae 
La Jae POR eee Ole wr Se oe ft io Sivroat” 
Baw FB bq | 
; x a a 
va ec. tke ye eS ute y Bete fie a ec ‘Aare Be’ ae 2 


t n ne i 
ti Seer, wl oes a hae a a apie rey oid hae 
his ae a Ce eee, a Seis He aiff) Hi if 


: wP, 

a up Pete 
Se Uae se yee ie eee a @ seer ye i er rs a er ie j ye Fi an es  pomee Lae ae , 
ae: Shay ns Paes, or ; 7 


8 A feicrs Mees an ace 
3 ne | athe ha a Oa es ere eis 
mh a ie ee a SORE ie ; i rh ee ae on Te Sk ; “er $ Vy | he My ai ie ites 


“Us eee Pe ee mul a ages ois ah : ae 
Ae OR eae Lin: dot es eS ae eae Pe ag Tighe “ita wore stnets 
Fe ; aN ee pas ae sty araaae” f i Hie rea ein oe 
REO a vee Si a / ra gh eet ea” (oa 
Sh a ae ates 
Be ; 9 eahearg ae Pe 2 a ‘ig iter eee 
Fi (D) ary * at eel = * a he aS dost iq 2 or i « ha 4 
4 Np hae pik EMRE pe ket # ome A ria zh me 
ci Se Ablahe Los ck i aes lial 
; 2 iyo, Plgea eres Do piecivok etnies ee ee ny UAE as viel: 
i TE te aude) tacos Ae Sea ee ee Pea aan to 
rics 2G, cones Ah ca Z Sp Crean hea 
zs . eld Od + ag ae ree eae me oe wa ve es) ia = . ‘ifr x ei: pF ra Hi 
=i i fh cat aa cule re ma oy a ‘- 4 eee . 7 ot ca 
ei RM Us aes EGS Med ces oe ah met a) 4 er Ts. oy beet rar pan” i of ‘Ae # 


Coe ee Er en Ie eaves 
er a ST) ee, ae 


om fy pate a ¥ Tie sii TS rary Sa | ty a! i 
rls Tes GUA PUR DUS Cie os) bul nO ype 
iy 

A 2 bons os 
ie rf ove Wad ik tgs 
aoe aethe Riven at vas lf 


ye baer, del a lg © HB aaa ee aie, 
ona | anes ib ‘Bier as 


a BO 1S eee ECR a SA ao pee 2 gale g ee Rae ‘ati 68 
eee « tee cL 2 ed AG af vais 
eigenen BB sv ¥F ne ae 


ak el 
F 

1 a “ as ote as i o a 

abe Te ee 8 2 ee ee ra 


tasty 


1 Ue Say Gades gene 


: T: tts ed ete OR a > 
= aioe WD OMNIS EERIE ee oF Oe eT 


ae | 1 Ong hie ae “ae a: WO bA, 5 nat 


L& ~13,161- 
(cap Ge Cottle. 
will welcome, I am Sure, any suggestions this Board can make 
to get uS out of what is 4pparently a very decided difficulty. 
I have been wrestiing with it for some months. It is a real 


problem. 


(Page 13,163 follows. ) 
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THE CHAIRMAN: Mr. Mahaffy's suggestion 

then raises a difficulty which rises unquestionably 

in good faith on the part of the Board but I-do not think 

that it should be just pooh-poohed away. 

Mir. SMITH: L admit. hie question, sir, 

and I always thought so but I think by the time the Board 

has come to examining the various alternative things which 
may be done and particularly having regard to the somewhat 
limited power of various people to do these things, in other 
words this Board tried to bring about conservation, to put 

in a scheme, what they thought was a suecessful thing. 

Mr. Mahaffy put it very fairly, we had an Act, I had 
hothing to do with the drawing of that, it came from elsewhere 
and I think many elsewheres, whore the jxrisdictional difficultic 
or the jurisdictional conditions were not the same as they were 
heres Now I knew for example that the minute we got into 
inter-Provineial trade we would immediately be in trouble 

and we gave it consideration, with the assistance of many 
people, Mrs Andrew Smith, Mr. Gray, Mr. Frawley, Dean ‘elr, 
this was not done hurrisdly, we did work very hard to try and 
get what we were all seeking, at least what we thought every- 


body would want, within the powers which we had. 


THE CHAIRMsN: From the standpoint of sconserv- 
ation. 

MR. SMITH: I am just tolling you my reasons. 
THE CHAIRMAN: if the warrying out ah the 


conservation if you pro-rate the market and have not tho 


power, your Act is still good and your draftsmanship is 


excellcnt. 
MR. SMITH: It is at least simple. 
THE CHAIRMAN: But your Boerd has exceeded the 


power which the Act gives. 
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MR. SMITH: Of course the minute you 

get into that, that we exceedec the powers, you must 

oe tie what these things which are happening are something 
more than incidentals for the Commissiun's purpose, and 

you have to go a long way to do that; I do not think 

you can immediately divoree the engineering problem, as 

Your Lordship called it, and the business problem or the 
Social problem, whatever it may be, the question of equities, 
because as Mr. Cottje points out, carrying it far snough, 

the things which may happen you got right back to your 
onginecring problem again.beesuse you may run into wasteful, - 
I like Mr. Plotkins' expression, - a wasteful method of 
preducing that field. 

THE CHAIRMAN: I think any proper conservation 
scheme must consider both. I say conservation schome becauso 
that is what they are usuelly called. 

MR. SMITH: Yes, 

THE CHATRMAN: Any scheme which has to do with 
the production of oil from a pooltas it seems to me both 
conservation and sociological espects, - the name "conservation" 
is only a name in the United States at least as applied to a 
pool but I am querying and querying only and it is better to 
query it now than when I am writing the report, I am querying 
whether or not when they are given the power of conservation 
only, the method which Mr. Cottle justifies of pro-ration to 


markot is that fair? 


MR. SMITH: Oh, many people expressed that 
view. 
THE CHAT RMA N: If it is not, you may be brought 


back to the point where somebody will say for conservation 


purposes, surely your market can be disregarded in its 
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entirety and say this field can only be produced in certain 
ways and that will be from an engineering standpoint, and 
from the standpoint of engineers that may be quite right, 
and a correct way of withdrawal of all the oil from this 
pool and they may say no matter what sccial or economic 
difficulties there may be, that is proper engineering but 
then a person coneerned with tho Whole problem and not 

just the enginocring problem says, "Oh, yes, but there are 
other aspects and you have to deal with those too", end 

I wonder if that is not a socond problem, and that these 
two yroblems must both be met at ons time. 

MR. SMITH: Well, of course, on the legal 
side I go much further than Your Lordship does and I say 
this, that all this Act says to A, B, or C, "you may take 
So much ofl out of a given hole™ or “you may not" but that 
is solely within the competence of the Legislature of this 
Provinee to say so and it ends theres; so far as the Statute 
is concerned in amy event. 

Now coming to what Your Lordship 
then said as to things that flow from that, why we do it and 
so on, of course all I can do there, at least all we can du 
is to protect purselves as best we can having regard to what 
we all thought was a desirable object and having regard to 
the many Legal difficulties which were in our path and that, 
shortly put, is how this thing was born. 

THE CHALRMAN: Well 2 suppose roally it isa 


subject to which Dr. Frey will direct his attention, Mr. Frawley? 


MR. FRAWLEY: | ' I have no doubt he will. 
THE CHAIRMAN: You will. eall his attention to 


such matters? 
MR. FRAWLEY: I will, and I think he can make 


useful observations to the Commission on these subjoctse 
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THE CHAIRMAN: It has : very direst bearing 

or we would not have esked Mr. Cottle to appear as a Witness. 
It has a very groat bearing on the cost cf production, and | 
not unly un tho cost of production but on the cost of 

refining. 

MR. FRAWLEY: Yes, your Lordship touches a 
point there --<- 

MR. SMITH: Excuse me, I was hoping Dr. Frey 
would gu much furthor, I was hoping Dr. Frey would tell this 
Board frum his oxpericnce what happens when you have no 
Gonservation. It is even obvivus to the layman like myself 
and it is said by many people that tue independent producers, - 
and I was glad to see Mr. Mahaffy pursue some cross-examination 
of Mr. Cottle on that ground, - ne one is going to suggest that 
pro-raticn;is a panacea for all ills. LY 18° nots There are 
some objectionable things about it and one of them is what 

Mr. Mahaffy has brought out. A company which I hev3 been 
interested in, if we had not the monsey we cannot maintain 

our share position in the field, if wo cannot drill es fast 

a@s our neighbors. That is perfectly plain to everybody and 
the only answer to these smaller companies who cannot keep 

uy is broader markets and I was hoping that Dr. Frey would 

also deal with these other problems, take these various 
situatiuns which have been suggested in cross-exaninaticn of 
Mr. Cottle, and that is having a lot of oil above tke ground 
because many people have had experienee with that, and I think 
he might be of great assistance tu us. Then he probably 
will also tell us, if we had no conservation and 4 has a 
million dollars ard so-and-so has a thousand, who is going to 


win out in the competition? 
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THE CHAIRMAN: It would seem that where one 
well can produce without injury to that well and to the 
property immediately surrounding it, - it would striko ono 
that it would neod to be established as a fact if he were’ 
doing harm to the othor property and was to be restricted. 
MR. SMITH: If there was ne injury to the 
other properties surrounding it, I could go a long way with 
you but I think that is one thing, I have not heard all of 
this but I have heard some of it, I think that is one thing 
that is very far bfrom being established, and the best 
judgment I have been able to form is that there is one pool, 
not pool perhaps but body intermeshed with one another, and 
While the movement is awfully slow nevertheless there is 
movement and I thought the Commission had been regarding it 
as largely one arcade I may be quite wrong because JI have 


not been here form some time. 
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f.0G. (Cotilie 
TH CHATRMAN: Conservation methods have 
beoninilittle: use, mot just here in Canada, they are 
only a hybrid thing super-imposed upon the rule of 
capture wherever you have a divided pool. That is all 
they are. 
Ma EMITAS I think they do away with 
the law of capture completely. 
THe CHAIRMAN ; Only where you have a divid- 
Soopeols, pmivit wes mot for the! rules of capture still ob= 
taining they would not have to drill offset wells. We 
Sli Nave OU Te inthe of capture Amrortunately, and 
that is one of the things we will have to worry about 
some dey, Cam it’ be obviated in some way? Perhaps: net. 
But my immediate question is, we have heard a lot today 
SCs pre-facinee Lorine market) heave wexeev it here, 
ang the a€utherity dor it. 
Ming OM TV: There is not a word about 
Grorrew ine to Market enoteiniess 1% Doe ocidental. There 


iaono0 doubt. about that, 


THE GHAIRMA!: PROVGLLS comm tO this. 


You say, speaking for the Board, Mr. Smith will contend 
tivlsvineidentel ‘to Conservation to pro=rate to the 
market. 

MA. ARATE . ley Ute is the plte 
and.substance, It isv@ proper conservation order but 
the othersisTjust ancincidgent thereto. 

THe CHAIRMAN: i sieeest to you it is -e 
matter dealing with equities that perhaps the Board is 
not empowered to deal with, but that if it has Lo cannet 
do. equity without having @ careful regard that at the 
moment of seemingly doing equity it is not doing inequity 
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Hs Gi Cottle 


MR. SMITH: I do not think there is 
Sny oud, about, that. 
MR ea PLOTKING. You. see the trouble EF had 
with the situation wes not an engineering problem. There is 
no doubt the Board is quite capable of determining a con- | 
dition, At least their best guess will come pretty 
close to the situation. ‘hen the Board attempts tu direct 
the market to the production then they enter into an 
economic phase that has influence on the value of the 
properties in the Valley and to the refiners ,marketing 
companies and to the public in general and where the 
troupheyes.] see Tt comes in is, with the range) that the 
Board has given itself as to what surplus will be allowed 
Ona TO DhOde Pi Cherotnd.tadn other words the elasticlty.or 
the difference between the demand and the production is 
Too" Smiall,and-ene of the things that seems to hurt the 
Board. is: that there may be too much reserve for which 
there will be no storage or tankage available. ‘Jell now 
again they are entering or weighing a factor that only 

- the companies themselves can determine because I am in 
a position where I may say to myself rather than influence 

ae 6 Une 

the price of refined products up and down, in other words 
rather than have an unstable market I may be better off 
foOvinvest a certain sum of money In storage so' as to do 
exactly the opposite of what the Board thinks storage does 
ayia thet is I may eccummulete sufiicient reserves so as 
to stabilize the market instead of distorting it or dis- 
rupting it. Because the Board up till now has taken the 
view that storage disrupts price. 
MR. SMITH: No. 

A That is not ri¢ht. 
VR ele Mr. Cottle has said they 
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A’ We have never at any time curtailed the 
= Turner, Valley because we have felt there was too 
much oil above ground. 
MR. MAHAPFY : LY URink it Lescmive sa. 7 
to say I can certainly corroborate what Mr. Plotkins 
has said insofar as the views expressed by the Chair- 
man, of ithe Board is concerned only last Vall, .because, 
Mr. omith, you will remember very distinctly Mr. Knode 
told the Legislature - and you were there - that he was 
absolutely and unalterably onposed to having any stor- 
S600, Oe ot atnine thet 26 putting 1% clearly. 

‘ Me. SMITH: What he said was he was 
opposed to having excess storage. What Mr. Cottle has 
said before the Commission under oath is that his Board 
has never, having regard to available storage facilities, 
has never et any time done anything to lessen the 
amount the individuals care to store in their storage 
tanks. 

That is what you said? 
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MR. PLOTKINS: That is true, Mr.- Smith, I 
believe that the Board has never directly attempted to 
regulate the ammunt of storage. 

WITNESS: Nor sola os ees Mr. Plotkins. 
Mr. PLOTKINS: But because of the system under 
which the Board attempts to dictate or to determine the 

amount cf production that will be allowcd, it gives the 

major companies an opportunity to put in their oconomic 
theories and one of them, and it is general throughout 

North America with the big companies and probably logical 

for the big company, that the cil is better stored in the 
ground than above the ground because it is always available 
and it is more economical and I have no doubt from the 

big company's standpoint and from the economics involved in 

a large company it is sound but why, vecause from the large 
company's standpoint, having the power to errange a division 
of the market for their competitors, they are able to maintain 
prices or to dictate economic competition in the petroleum 
products' business, but when it canes to the smaller companies, 
Bither local or national maintaining their position as against 
the international companies, the picture is different; it 

is the very fact that they have no storage and tho large 
sompanies can creat an artificial scarcity that permits them 
to moniprlute the prises up and down, which forees on us ths6 
obligation of protecting ourselves by building up storage se 
that if suddeniy ? the other companies want more money or less 
money, we are able to carry on in our even tenor, disregarding 
temporary fluctuations. Now that is the picture of the loeal 
or the national company in relation to the big international 


company, so that in effect the Board in aljlopting that policy 
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is permitting the major companies to carry out their own 
programmes to their own benefit and I believe it is against 
the bost interests of the Provinces ahd of the industry as a 
whole. 

Now thete is ho doubt that 
the Board must relate production to something » Lt have ho 
duubt, no matter what kind of system is adcpted, it must be 
relatod to something. 

Now in view of the fact that we 
know approximately the market, the annual market, for this 
Turner Valley crude, the Board is in a position to provide a 
rang6é that will permit foreing them, - in other words it 
will permit the producers as well as the major companies, 
because they will be foreod to do so by the action of the 
independents, to push their oil further and further into the 
markcots, Why? Because the pressure of the production will 
force them. In other words it will make it possible, if 
the Board permitted us to follow a policy such as they have 
lately, where they allow 45C,.000 barrels, according to tho 
Press, to accumulate, if they continue that policy the 
independents will naturally be in a position then to have 
storage and accumulates stocks for themselves, what will they 
do, they will go into Manitcbe, they will go wherever it is 
possible to sell crude and then the Imperial and the B. dA. 
or any other company in order to maintain their share of the 
market Will go in and compete with us and thereby push out 
the others whereby we will benefit. New on account of the 
independents being unable tc accumulate storage, or were unable 
to, the Imperial and other Gompanies just assigned themselves 


whatever market they sew fit and there was no one to prevent 
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them, where now :f the storage is accumulated and the Imperial 
decides they do not want to supply Manitoba with Canadian crude, 
the independent producer that has some accumulated, he may say, 
“Well, I am gning to supply them™ and therefore the Imperial 
will be foreed to compete with them wheruby they do not compete 
With them now. They just say, ™ we will not supply them" and 
they will not let anybody else supply them. They do not say 
that, but the position the Board has taken, the Ccnservation 
Board,has that sifectso that indirectly the Board has dictated 
prices on crude and on the refined products and that is why I 
think that, apart from aay social consideration, the Board is 
faced with two things. if they regulate tvco close they create 
monopoly. If they regulate too wide, they create omditions 
just as bad. so there is just the middle of the road ana [ 
sugge.et that the proper way,- until some better way CcOmes, - 

is for the Industry itsclf to make the genersl nominations; 

in other wordsjhat there be a nominating committee and thon 
the conditions or the views of all the people who are interested 
will be weighed and a common ground will be found ami the amount 
of storage available, the amount of probably markets available, 
will be weighed and then they will errive at a figure which 
they will submit tO the Conservation Board as the allowable and 
the responsihility then will be the industry's and not the 
Board's. Ou seide of that I see no other way unless the 

Board arbitrarily fixes it and there is no doubt in my mind 

if the Board does not ee ee PL 1 (opr at iwhe Tndipe trey, 
does not mke a figure, it will result in inequitablse with- 
drawals from the fisld and create the very opposite of what 

the Act seeks to accomplish, so in the light of all that I 


can consider, it would be well for this Commission, in my. 


opinion, to investigate that particular aspect of it; in 
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othor words to weigh the national and provinéial considerations 
in other words the policy that is to be followed because I do 
not believe that it ie ap to the Conservation Board to determines 
the policy and at the present time they have exceeded their 
authority in my estimation by ereating a condition that 
effectively sets a policy and restricts our markets and increases 
costs. Now that is about all I have to say and I am making 
those remarks because the other gentlemen have seen fit to 

make general renarkse 

THE CHAIRMAN: it seems to Us that) It is part of 
our duty to be coneerned with the avoidance of waste and an 
equitable distribution and the first query is whether or not 
this Act provides any authority for this Board to be concerned 
With it and socondly whether or not if it does it is a sample 
of both efficient and equitable cpoeration provided by enactment 
superimposed upoh the capturo rule with respect to which we 

may have other explanations to make. It is quite idle to say 
that Conservation has no bearing upon cost, a” subject that woe 
are specifically directed to inguire into. 

Vell now, we will thrash it out 
and discuss it beck and forth. Mr. Mahaffy, I have been 
thinking, sinee last addressing you, what you ere going into 
tonight and what you have mentioned as the formula which is 
in here, that is pure engineering, is it not? 

Mi. MAHAFPY: Lives sf Sits 

THE CHAIRMAN: Do yuu think that Mir. Cottle 
can add anything? IL was wondering if wo need bring him 
back for that, I mean can Mr. Cottle say anything more than 
the Board's engineer says, that that is proper ongintcering 
practic6s 


MR. MAHAFFY: My Lord, after I have had a chance 
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to go through that I may not want to ask Mr. Cottle any 
questions about it at all but I do wish to ask him some 
questions in addition to that, concerning the operations 

of the Board in administering the Consorvation Act with 
respect to the Gas Act because that is something which is 
vital also. 

THE CHAIRMAN: Well in view of our discussions, 
have you much more Mr. Plotkins to ask him? 


MR. PLOTKINS: Noe 


ites & 
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THE CHAIRMAN: in view of our discussion 

have you much more Mr. Plotkins to add? 

MR. PLOTKINS: No. 

THE CHAIRMAN: The Board want to get 

Mr. Cottle away. It is not a matter of not having the 
witness attend at the convenience of Counsel. 

MR. PLOTKINS: Well, Mr. Chairman, is 

Mr. Cottle the only one that is going to speak on behalf 

of the Board? Are we going to have the privilege of 

hearing Mr. Knode? 

THE CHALRMAN: We have required that 
fommission Counsel have the Conservation Board tell us what 
they heve done. I think this Brard is not calling Mr. Knode 
because Mre Knode did this or any other engineer did it, It 
naturally does nothing more than represent that which he 

has donde Lt is quite clear we hope to have the opinion 

of Dr. Frey who in conservation matters should have knowledge 
and who perhaps will suggest to the Board other schemes, so- 
called conservation schemes. But there is nothing to 
prerene anyone calling Mr. Knode or any other witness. But 
ve do not want to waste any time about it. If he has 
propounded this s eme, unless you ses some purpose in having 
him say he still thinks it is a good scheme, I do not see any 
object in calling him. 

MR. PLOTKINS: L tii neryoussro rin 

Mes (OleLama i Un Me Pieht of the fact --- 

THE CHALTRMAN: We wanted somebody from the 
Board just to say what their scheme ise 

Ma. PLOTKINS: There is one suggestion that 

I would like to make and that is, is it possible for ounsel 
to the Commission to bring here a dian econrmist, a man 


in the employ of the Dominion Government, that will review 
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THE CHAIRMAN: <2 did not catch what you said 
Lire ts , 
MR. PLUTKINS: I said, is it possible for the | 


Commission to bring here to express the views of a man capable 
of weighing the preblems snd implications that will result 
from any recommendations or from sny situation that now exists 
or will oxist in the future so as te give the Commission the 
benefit of weighing the problems and making known the views 
that will fit qa little more exactly into the Canadian picture. 
L have no doubt Mr. Frey will come up here and gives us a very 
able naa and probably recommend in the light of his exper- 
ience what should be done here but he can only do that in the 
Light of his experience in the United States. I suggest 
toat more and more the problems we are faced with here, economic 
problems and the way that this industry should be directed 
have nothing to do with the United States situation and we will 
have to hew our own path in the light of knowledge and reason 
and more co in the eoming days. I suggest it may be possible 
for Counsel to bring here an sconumist from the Dominion 
Government, ond that is in the petroleum aspect, and there is 
Some one, LT am not going to name any names but I know there 
are quite a few pecple in the Customs Sorvices and thse service 
of the Dominion Government that are quite able to weigh the 
Situation in the light of Canadian. necossities and Canadian 
viewpoints and it will be of more assistance or at least will 
be itn addition to what Dr. Frey can tell us, because after all 
Dre Frey can only give us evidence tu the effect that there 

is over-production in the United States in general and in tho 
light of that situation as it affeets thoir own markets and 


their own economic conditions they have dore this and that. 


- 
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In this country this industry is in its infanoy and what would 
be good business and god sconomics in the United States possibly 
might not be so here and in the light of that I believe I would 
Like to suggest and to oxplors the possibility uf hringing sms 
prominent man in the umploy of the Dominion Government or some 
one equally versed in tho situation that could advise the 
industry as well as the Commission. 

MR. FRAWLEY: 4 do not want tc be abrupt about 
rejecting anybody's proposal buat I feel IT should say again I 
rather flattered myself I wes able to get a man like Dr. Frey. 

I think there is no man better qualified in the whnle of 
Americas Dr. Frey is saturated with the American point of view 
hut heing qualified from *he nature of the man's sarly training 
and his prosent qualifications he can come tn Alberta and study 
the Alberta picture and facts and he can make as intelligent a 
statement as any person wo could find in the Dominion of Gannia. 
We want an oll economist. Where is there an oil field in 
Canadae My learned friend's elisnts have a small field in 
Sarnia. But this is the only Oil Field in Canada and of course 
there is nobody in this provinces who sets himself up as an 

oil economist. Dr. Frey is just that. I only reneat the things 
that I said beforee I think I was very fortunate and the 
ee fortunate in having Dr. Frey, undoubtedly the best 
qualified man in America. If he comes and studies the Alberta 
situation we will have as good an opinion as anybody's we could 
get in Canadas I say that because I do not want to build up any 
hope to my friend ~ because I have given some thought to it »- and 
I got Dr. Frey as a result of inquiries made everywhere but 
largely in the United States, of course, and I was advised to 
get Dr. Frey by Mre Pogue and perhays there is nobody better 
informed on the Amorican Continent than Dr. Pogue himself. 


= aa > at L ¢ re 4 5 ~ ¢ 
F =f ¢ = aa yi ae = ~ ; Poe Et. au) 2: id 7 as cs 
et BAe aa a a a : Ses » ad ~ 2 aa 2 ea oe re 
a P ‘ Re - : A 
v ‘ ‘ oe ~~ + a * 2 A + te bar = = . a 
‘ > = = : ad ~ ces E 2 y= js - a fe = 
: ~~ . < = 3S C : : : : 
- = CED Rt - 4 Sheet oN 4 at “s = aS “2 
- * - . | ers . ’ 
a 4 pee > mee a5 —-- - - ) wot of - 4 = - : uf 
- — ae . » = a5 — 7 = i. 2 
As. =~ <- i mont ee - r ip a nf 2 . wid id es ” 
2 = ° ’ oo et a . 3 Se oA 
z te Ae, 3 ‘ ie A -. - ant “= baad 
5 = é : = il - Se OR, 2 . 
; z cet z yet ool a - to 
5 . e i a £4 m - - 
ae : mS ; = as ns : - 
ae = ’ . ee 4 f E 
: 5 z - Ae ; ° ns ‘ Ze i 
= = 1 zs: =. . - - < Aes : = =o ae > : 
art z z ite 5 ; Aes SEe se Lae =a : & aad 
eS + ~> ~ a - ¥ oe te Ns 
= “4 rae = # 2 rh + s + e ae Q * Re ue 
ae + Ss a ” Bess A EI 5 4 a . 5 
- Se 5 “y by y s Phe! - 5 a = ies Fame — . amt ee e 
= S ge ht he, ky eae = 
= ae . 2 fy oy r ec A —- s 
= 3 & > ae, Se a ah - 
‘f e4 3 a - =e = . = s ~ 4 St. s 2 
4 +. a » = > “mh = — 5 : & = - ae 
= +5 =: see ea -. ee = “a “> 5 = a = 4 a Z 
: B4 ; j r % Rs + eax ; x : od 
Pe aH 3 oe 2 2 =n? te Ss = > paey : 2 = 
ae ~~ cr ey 2 ¢ eye Bess . = = coal F - - . ea ——s : 
PON) : > a - cee : .* = : ~y ~ _- % > ¥ - ~ A 
a 15 Of 5 eH - Z - = 3 : G > o 
xe C = Be ‘ = sa se ne toa . : Ein Se ad . ey ah 
ie - - —y = , < = - rd : = - 3 a 
— e 4 a > ae = or ee. H “he read 
sa an La 3 = on es > e a peza) a = : ~ 
ae ML oni < $e - rs ; 2 > t a s -.4 2 ’ = 5 
Sy 2 > 4 * Fe le z +e A = a = SS 
“-4 (RS) ts rey, . = . oe. = Ss: _Y = = a 
Ee ze } fae 5 es ~ o > i ie : ; 
ss - 7 : - ‘ ee fee aa = fie = £5 = : S 3 
ee - = 2 [ee = > ao 
Re a “ : : : 5 
Pie oa . 7 oe F : a4 ria i = 2 : oe 
as =; fz oe + f i. a ty re ie Ce --| —— 5 
< 3 = me - = . S “ aang, an re . 
SS co : Sa See. Ahern aoe - Foy e eag > = 5 ~ == = “nF a ig 
i, S : Ae ‘ ve! “ie : 5 ch, os < 4 us 
= errs > a! We a a = os = ~ ‘ 
= H 3 Woe ae - the ‘ > rm: 
-- : ? ay a ; = - ez 
- = eerie) " 4 a = > ! = ae oe wer 
c ! 5 ke Pe g , é& a 
ae Ea : - 2 - 
ee 45) 2 kr : e oS] Se = a i i, - 
mA za ee eS =. - aad # : = io ae ei ia ia = 4S 
asi) a Ss - Ss o : oe = es eat AR 4 
2 C ¢ iz : x. jes a0 Ld Set a 7 ee ma 
2 it i wes — e Ba - me j= 3 or 
a5 oe ae +. = 3 = ® aed ag oe LS S a aes 
oe 2 Fi ; be pa face : } on ent 5 _ 
= oe = 2 =e ce : i: = ie ie B we 
ea gpd) poe aa 7 %§ Bra) = = ae = oo a, ee xa 3 
es a 2 ; Bes “Ze = : 32g a) a at 280 5 
re x — a - le hour > — we ear os) 
a = uy : oe ‘ be H : ~ oR 
“re ’ 3 a 5 =F : = = 
~ : ape . i ‘ ; a, 
; 15 2) s 5 = : ae Gf - a - i a) e 
tem! >- 3 i 3 é = = re ms 
= 4 i ai S ri 5 em 
. on re a ~~ Nod a - s ~ 
a oo tC? = me = : =! — 
Ties! (St (SS ; f tes iy - : i 
~ aor -. e3) Te : =i Be at * = tt s <8 Og - 
= res on me es . * a ae ~ — o - 
‘ ; == ao : oe 2 Z z 
= ae E 7 2 = ed ed Je Nes te : ar ; 
os ; ~ x ts 3 x : 
rar ri + Eas & = we. ae. = oc 
£ - 3 ‘ : £ > eae do ra = 2a = = OG 
b eat 4 -- ses = ~ 7 ~ 
‘= Bo) 3 5 $ -- baa Ss A m 
(oom =i i ~} + e ~ x -, S “ = : 
i aS se ve as ee. See af 5 a CI ¢ é as ma 
tJ aK — ch ~ - Renee = . — Pe, 5 ¢ = =a > * 
cue - a ig he, : ‘es — = <3 z oo Be - 5 ma ay Ef or, ~ Ss oly 
. +t of = = - -~ = = a Tol a5 on Cc y tS = 
i = : ae 3 : 2 ba a = oS uQ mes Ce z= ' oa 
= ia aay cf) 4 2 Soe F : Lt + ae is oe 
x ee) 4 is a = vas -* AG hear } ; i x c 
Ts tan ce i fas! F - ‘e : -- ch ae tet = 5 Ge 2 SS $f: 
4 > 4 - ne i 
= ‘ > + sie : : ; _ aS —t Oar = ~ 
wa +5 © a 2: “ A = Fs a = ~ < ee ae 
- pee oe 2 2, : F : 
orl Pe Coe \ — ire work “ vaast “ cise 
» Dass = = = ee ; > uo ta 5 ts ou es \ 4 3 
G3 ~ G2 iste i is / whet a ers i} £ RS ts 3 i bal 
C FS. be ct a Be : aa . ~ = ‘ = = S 
& : Ee ‘Gee! — ae 4 _ 
~ = = ij G Te SG : e, ia we oS 
16" a < = a : ‘ 
m ‘ roe ; 1 ; fe ‘ Wes 2S & S SS wom x 
- = a -- a t % 
: ; : ste ie ‘ == ot 2 
ae ar 5 : I “5 


F 


~ 13,148 - 


Ma. PLOTKING: ' Yell now, Mr. Chairman; I do 

not want to detract from the ability of Dr. Frey and I have 

no reason to believe that he will not give us the Sest that 

he- can but aiter ali it is ‘just iLike Dr. Boatright coming 

up here and making a Nurried survey, he can only express 

his opinion in the light of his previous knowledge and weigh 

it in the light of his previous experience. Now the situation 
we are faced with is entirely different. We know the difficult- 
les: This Board is functioning differently from shose down 

in the United States because the Boards in the United States 

are guided Dy the United States Bureau of Standards and then 

the Sonservation Board weighs its information in the light of 
their own knowledge and at least they have something to go on --- 
TH CHALTRMAN: Well all right, you suggest that 
we get an oil economist “ate is a Canadian -~- 

MRe PLOTRKINS: Preferably in the employ of the 


Dominion Governmente 


THE CHAIRMAN: Y6Se 
Mie PLOTKINS: who also has knowleage. 
THE CHAIRMAN: Who would you get that has made 


any study of Oil S#conomics? 

MR. PLOTKINS: I atm informed that in the 
Department, in the Revenue Department and in ths Customs 
Department that they have. built up a staff that is very 
competent. I have talked with some of them and I was 
surprised at the knowledge which these men had, not only 
on Ganadian conditions but American and lierld conditions 
with respect to oil and I feel sure there are a number of 
men competent to come up here and to give thse Board the 
benefit of their experience and their advice in respect to - 


policies which you may have to pursue in the future. 
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THR CHALRMAN: Well, Mr. Plotkins, if you can 
satisfy Mr. Frawley, all right, but at the moment we are not 
going to make a direction that some une from the Customs 
Department is to come here at the expense of the Government to 
assist us with regard to the formulation of a Conservation 
Scheme and with respect to which Dr. Frey is entirely pone 
Now if when he is through there is some respect in which you 
think he has failed to bring ovidenee before us and whieh you 
think should be cf interest to us as Canadians coneerned with 
a Canadian problem bocausé he has related his conclusions to 
experiences which ars purely American or United States rather, 
then and only then will we feel that it is open to us to make 
the suggestion that the oxpenditure involved in gq study of 
this character by a Canadidn who must start from scratch, who 
knows nothing abnut the oil business except so far mpgs has 
read of it, that such an expenditure should be made and that 
he should be brought here to help us, we will only do that if 
you ean satisy us that the one who is brought herc, who is 
thought to be the best available in America, has fallen down 
on somothing. It is tam then and only then to consider 
whether we should heave another witnesse That is our present 
view, Mr. Plotkins, and we will not make any direction nowe 
MR. SMITH: Are we through with Mr. Cottle, 
at least for the moment? 
THE CHAIRMAN: Oh, no, quite asido from 
this enzineoring question, Mr. Mahaffy wants to ask about 
Gas Maps and that will be at ten thirty. 
MR. SMITH: Oh, yes, I forgot. 
MR. FRALEY: fBnd we have to still consider, 
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Mre Chairman, whether we should meet from 9.CO to 1.00. 
I just had a word with Counsel at noone 

THE CHAIRMAN: We will sit at ten thirty 
tomorrow morning and you can discuss it with Counsel in 


the meantime. Lt is immaterial with the Board. 


( The Hearing was hers adjourned to be resumed at 10.450 daoMe 


September, 19th, 1939. ) 
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THE CHAIRiWAN: All right Mr. wiahaffy. 


FREDRICK Ge COTTLE, 
having been resalled, examined by iir. Mahaffy said; 
Mr. Cottle, we were discussing yesterday the crude oil 
situation and there are just one or two more hueatione 
I would like te put to you in connection with that 
particular phase of the subject; in your memorandum 
filed with the Board yesterday you set out the method 
by which, I am sorry I should have said the memorandum 
filed with the Commission yesterday, you set out in 
general detail the method by which the allowables cf the 
wells is fixed by your Board? 
Yese 
I believe that is the first time that that information 
has in any way been made public? 
Well no; I would not say it is the first time. When we 
made our first schedule on September end, we prepared 
the schedules which were distributed and we made, as a 
matter of fact, explanations of the factors and from 
time to time we have explained it in detail to any 
operator interested in asking us concerming it~». I would 
say that it is very well known publicly, that 18 tc the 
people interested. 
Let us put it this way, the methcd you used at arriving 
at the various factors in making up that formula is not 
known publicly? 
What do you mean by the methcd of arriving at the factors? 


There are four factors which enter into the composition of 
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that formule? 

Yes, that is right. 

The method by which you arrive at the weight, shall 

Io say, to be given tc those various factors in respect 
of any particular well is something which is nct 
publicly known? 

That is a matter of judgment; that. in fact was dis- 
cussed with the operators at the time the first pro- 
ration schedule was issued. 

Is it not true, ir. Cottle, that the exact nature of 
the method fnllowed in arriving at tre allowable. of 
any particular well is something which has heen, kept 
pretty much as a secret, whatever the reasons may be, 
up until now? 

No, I would certainly say that is not true. 

Is it not true that an opérator cannot go to your 
Board and obtain the necessary data showing the basia 
of fixing any particular allowable? 

I do not think that is trues I have discussed the 
formula and the operation of it with a number of op- 
erators. if think the Board is willing to diseuss it 
with any one of them. 

Is the pusition now then that any operator, and when 
I say operator, I mean operator of a producing well, 


con go to your Board and get full and all information 


co this thing’ 


As far as I know, yes, I do not know any policy or the 
Board that they cannot. 

Are the employces in the Board's office instructed to 
give that information to anybody requesting it? 


T do not know if they have any specific instructions 
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or note: 

So far as you know? 

They have never been instructed by me. 

Now you are a member of the Board and my information is 
that an operator cannot go to the Board and get the data 
required to figure svt how you figwre the allowable of 
his well or on anybody else's well? 

I do not think that is true. 

Are you sure? 

Because I have personally . discussed the subject 
with e number of operators. 

Are you sure? 


Yese 


So that the situation now is that any operator san get 
any and all the information he wants from the Board's 
office concerning the fixing of the allowables? 

The allowable of his well? 

Gr anybody else's well? 

I would think he could, yes. 

wy information, Mr-e Cottle, is that that has not been 
the situation in the past. Iz it isso now.we will 
just drop the matter right hero? 

Well when was it not the situation? 

My information is that an operator has never been 
able to get full and complete infov-mation; there is 
certain information he can get but other information 


he is refused? 
Oh there may be information at the Board's office 
that he is refused vut I think certainly any operator 


can get sufficient information to find out how his 
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allowable is arrived at. 
And is there any reason why he should not get infor- 
mation on his neighbour's well? 


It may be that a neighbour would not want his neighbour 


Ca 


to know everything avout that pattidular well. 

Why should ne? 

Well I suppose operators do not want the total story 
bOLG to everyones We have a lot of confidential in- 
formation in the Board's office. 

Ls it advisable. in your opinion, that information with 
respect tc the wells. FE do not mean the details of the 
companies’! operations or anything of that nature, but is 
it advisabie that the lata with respest to wells should 
be Kept secret? 

What data do you refer to? 

Bottom-hole pressure and all the other details which 
enter into the fixing of the allowable? 

No, J see no reason why it should Le kept secret. 

Well now as EI say we will just let this whole thing 
drop right now if you tell me that the present po _icy 
of ths Board is to make all that information available 
$O an operator? 

Well I had better consult my colleagues in that 

respest and see what instructions are given to the 
staff. As I say £ do not know of any instructions to 
the staff to the effect that an operator could get no 
information from the Board or insufficient information 
to determine how his allowable is arrived at. 

I will just give you an example» For instance take 


the Wanalta Well recently completed in Turner Valley--~ 
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THE CHAIRMAN: Just a moment. I a 
not think that answer is quite complete. What Mr. 
Mahaffy asked, Mr. Cottle, as-I understand it is that 
since you are working on the theory of this being a 
common pool that he should have the right to get the 
data on all other wells, as well as his own, to see 
how it compares with the treatment he is getting. 
WITNESS: As I say, sir, I cannot 
answer that until E consult my colleagues because I 
know they are able to get that type of information. 


MR. MAHAFFY : Now when can you give me 


a definite answer to that? 

Lf we could adjourn for five minutes I could get it 
now» 

LOU Bat get it for me this afternoon? 

I can get it on the ee atans right nows 

I do not want to ask the Commission to adjourn. If I 
can get it this afternoon that is sufficient for my 
purpose» Take as an example for instance the Wanalta 
Well, I do not know that you are familiar with that 
particular well, recently completed in Turner Valley 
and given an allowable of 250 Larrels a day; the allow- 
able was them reduced to 200 barrels a day; my clients 


say they do not know why and they have been unable to 


find out why. Now has that been the policy of the Board? 


Not that I know of, hire ijahaffy. 

You will get further information on that point? 

Yess 

Now Mr. Cottle, are you familiar with a letter of the 


Board dated Sentember 5th in connection with the gas~cap 
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operat ion---- 
MRe SuITH: Of this year? 
Q MR. MAHAFFY: Of this year, yes? 


A Yes I have. me 
Q What is that letter, Mr céttle? 
(Lette! hatded to witness) 
A It is a circular letter issubé by the Board tb All 
Operators and persons interested ripek gas requirements. 
@ MRe MAHAFFY: It might go in a5 an 
Exhibit if: you have the original. This is neh BRRr een 
to anybody, my Lord. | 
MRe FRAWLEY: Wolk you Gan put it in. 
WRe WAHAFFY: It is not an original in any 
way, shape or form. 
THE CHAIRMAN; hirs Cottle oan identify it. 
MRe FRAWLEY: i You say Lt is produced by 
you as having been recevie’ by one of your clients? 
MRe MAHAFFY: Pheri bs 


(LETTER PRODUCED HERE MARKED 
AS EXHEBIT "59A"), By 


MRe MAHAFFY: Now this, Mr. Cottle is a 
copy=-~= , | 
THE CHATRMAN: You might read the letter 


please that you have put in. 
MRe MAHAFFY: Yes, L will my Lord but I just 


wanted . to explain to the witness exactly what it was 
before I read it. 

Q MRe MAHAFFY: ; This, Mr. Gottle, is @ copy 
of a lettex which was sent by the Petroleum and Natural 
Gas Conservatifn Boart to oll_operators in the Turner 


Valley Field? 
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I think t> all operators in the gas-cap. It may also 
have been sent to the oil operators. It was sent to 
all people who could possibly be interested in gas pro- 
duction and consumption from the gas-cap. ~ 
I see? 
bRe MAHAFFY ; My Lord, this is a letter 
dated September Sth, written by the Petroleum and 
Natural Gas Conservation Board. 
"Dear Sirs;:~ 
Ms TAKE NOTICE that on the 25th day of 
‘September next the Board intends tn issue an 
"Order setting out the allowable production of 
Yoas from each well in the Turner Valley Field 
"glassified by the Board as a gas well. 
ui In order to devermine the actual re- 
"quirements for gas fr om the gas wells for the 
"period October lst to glat, 1939, the Board 
"is hereby notifying all producers, distributors, 
“ond consumers of gas that their requirements 
"for the above stated period should ve filed 
“with the Board not later than the 24th day of 
"September, 1959, and that any representations 
"they wish to make regarding these requirements 
“must be made prior to that date. 
ue For the purposes of conservation, in 
"determining the actual requirements for gas 
"from these wells the Board will take into con- 
"sideration only gas to be used 4B a fuel for 
"the generation of light, heat and power for 
“domestic and industrial use, in equipment 


"properly designed and constructed for that 
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"purpose, and not solely for its expansive 
"properties. 

" _ The Board may consider the use of gas 
"for other purposes where, in its digcretion, 


"circumstances warrant such exception." 


Yours very truly, 
o GC» We DINGIAN, 
by Deputy Chairman. w 


Have you an extra copy of this with you? 

Not with me but copies can be had though. 

Now lir.s Cottle, dess that letter correctly set forth 
the intentions of the Board with respect to the op= 
erations of the Board in connection with the gas-cap 
producing area? 

Well Mr. Mahaffy, I do not> think I should speak as to 
the intention of the Board at the present time. That 
is y subject under consideration by the Board. 
People are going to be heard and I do not think it is 
in the public interests that I should now, being a 
member af the Board, discuss it, until the Board comes 
to some definite conclusion. For that reason I would 
request the indulgence of the Commission in permitting 
me not to discusr that particular subject. I have no 
objection whatever to explaining what has happened in 
the past. 

THE CHAIRMAN: You say you have come to 
no conclusion eas to the future and therefore you could 
not announce it if you wished to? 

ie MAHAFFY: I am asking, sir, does 
this letter correctly set forth the intentions of the 
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Boards They say in the letter they intend tc do 
these things. 


MR» FRAWLEY; It speaks for itself. 
wWRse MAHAFFY: Pardon? 
iWRe FRAWLEY: IT say that letter speaks 


for itself. 

THe CHATRAaAN: The witness is now, what- 
ever the letter may say, saying that they are hearing 
people and they propose to come to a decision but they 
have not as yet. 

Mie wAAHAFFY: Very well. 

THE CHALTRMAN: When they do come to a 
decision of course their decision is evidence. 

MRo wWWHAFEY ; Well then, leaving that 
iure Cottle, what do you mean in this letter when you 
say "Gas not solely for its expansive properties"? 

WR. SMITH: Is that not subject to 
the sane objection? 

MRe MAHAFFY; Well we will leave the 
letter aside altogether then. It does not matter to 
Me « 

iiRe SwITH: Probably you will allow 
me to finish. 

luRs MAHAFFY ; Pardon me, L thought you 
were. J am sorry. 

MR: BMITH: No, I am simply voicing Mr. 
Cottlet es omiention, that-i¢iis not im tie public: ims 
terests that that should be examined into here. They 
have invited conferences and so on and no doubt any dif- 


ficulties may be straightened out. As your Lordship 
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Says when they come to a conclusion no doubt it will 
be put before you. 
THE CHAIRMAN: Of course ‘ve will not 


refrain, so long as anyone thinks it pertinent. 


MR. SMITH; Pardon? 
THE CHAIRMAN: I say so long as anyone 


thinks it pertinent we will not refrain from sxamining 
into any subject just because the Conservation Board does 
not think it pertinent or the proper time to disouss it, 
Dut they may do the very opposite to what they indicate 
in the letter. 

MR. SMITH: You will not be adjourning 


before the 25th of September. 


THE CHALRMAN: Oh no. 
luRo MA HARRY ; _ Jif my learned friend 


objects I am quite content to postpone this examination 


until after the Board deals with this matter. I am not 


MRe FRAWLEY: There is something else 
pMer eS « 
THE CHAIRMAN: Just what point are you 


seeking to make, Mir. Mahaffy, and iet us be specific? 
MR. MABAFFY ; I hope to be able to show 
to your Lordship that the Conservation Board is not 


acting fairly to my client in particular. 


THE CHAIRMAN; Yes. 
MRo MAHARTY ; And is handling the gas<cap 


proposition quite improperly throughout and this is the 
next step which they evidently intend to take? 


THE GHATRILAN:; Yesn 
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biRe MAHAFFY: Now I want to briug out 
for the benefit of this Commissiou the importance of 

a particular industry, namely that operated by the 

Gas and Qil Products, Limited, in respect of that gas- 
cap operation and I want to show thet it is something 


vital to the general petroleum indstury in this 


Province. 
THE CHATIRiWAN: Yes; 
MRe MAHAFFY:; And I want to show that 


the Board is endeavouring, we will submit, to elimitats 
that factor and I would then hope that your Lorc€shinv 

and Mr.» Commissioner would see fit to recommenc to the 
Government that this is an important factor in the in- 
dustry anc should be allowed to survive. 

THE CHAIRMAN: Well if we think Iola, 
undoubtedly we will but is this not your present pos- 
ition, that the Board is now considering this. If they 
do what you think proper for them to do you will have 

no complaint, and no reason to spend any time on it be-~ 
fore us. If they should meet what you think is the 
»yroper thing to do, by doing it, but if they do uot, then 
that fact may be establishei DSefore us and where in your 
opinion the error arises? 

Mike MAHAFFY: That is what I say, my 


Lord, I am quite content to allow this matter to Stand. 


THE CHAIRMAN: I do not pee, Mir. Frawley--~ 
MRe MAHAFFY: Until after tne 24th. 
THE CHALTRwAN: I know but we are concerned 


with time, Mr. Mahaffy> 
MR+s MAHAFFY: L realise that air» 
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THE CHATRIMA N: 
sumstances just now we 
Inquiry. While we are 


do injustice to anyone 


18,162 = 


And under all the cir- 
Gv not want to prolong this 
hot going to shut it off ana 


tO whom our recommendations 


might do injustice in respect of any particular matter 


yes 
it. I% equally strikes 


we like, we will have to hear 


BOBrCeas. DO Lts Gecisaio 
WRe FRAWLEY : 


annovnssda 


LOns 


6 


THE CHALTRMAN: 


Thiea is sim 


iv strikes me that right now it is idle to pursue 


me, Mf. Frawley, that, do what 


something more from the 


Ta 


And when will that be 


ply a letter inviting represent~ 


EL beari Mr. Smith say they 


were going to alto 

MRe SMITH : They will sit on the 25th, 
that is the way-l understood it as it was read. 

MR. BRAWLEY : Lt aw only suggesting that 
things may happen and they may pot just make an order on 
the 25th, for some good xeason, they may find it advisable 
to deleoy it and then we have the Commission and the Cons 
servation Board waiting on each other ov perhaps I should 
gay the Jommiasivon waiting on the Conservation Boer. 
That may be an idle surmise: 

THE CHATRMAN: Here are psople who say 
thats something is about to be done improperly ir respect 
of the gas-cap areas Now you do not suggest that we 
should not hear them, do you? 

MRe FRAWLEY 3 i am sorvy. I was disturbed 


ny LO? A x 


THE CHATRIAN; 


I say here are people who 


F.G.Cottle : 
: + 13,165 + 


have come forward and who have said through counsel that 
a injustice will be worked upon thom. 

biRe FRAWLEY: | Yes. 

THE CHATRMAN: Through the activities of 
the Conservation Board. We are not here to supervise the 
Conservation Board but if something is being done by 

the Cohservation Board that Sgteine costs, to people in 
Turner Valley we are interested. 

MRe FRAWLEY: I would agree with that. 
MR» SMITH: Perhaps I chould read this 
first paragraph. 

THE CHAIRMAN: And then we should hear 
the evidence, and the Conservation Board certainly by 
simply not giving a decision in a given matter, not 
having examined into it,-you see I am trying to save time. 
Mks FRAWLEY: >" —T do not suppose that the 
Conservatien Board will say, the Conservation Board will 
say "We can get out of this by simply refusing to make ar. 
ord@r until after the Commission is wound up and then 
after the Commission is wound up we will make an order". 
THE CHAIR: AN ; No, I cannot imagine 

Mre Cottle contemplating any such procedure. 

IuRe FRAWLEY: NO» 

THE CHAIRMAN: But it is what is the 

best way to do it. 

WR. FRAWLEY: I was hoping yestereay 
morning when we started we would finish everything except 
the analysis of refining anc marketing costs ty Dr. Frey 


and Mr. Cottle on the 16th of October but it may be that 


we cannot do that. 


F.G.Cottle 


~ 14,164 - 
THE CHALTRWAN: Well it is the 25th of 
September © 
MR. SMITH: Allow me to read this 


first paragraph, I do not know why it should not be 

taken, why the Board should not be taken at their word. 
Take notice that on the 25th day of 
"September next the Board intends to issue an 
"order setting out the allowable production of 
“oag from each well in the Turner Valley Field 


ne 


lassified by the Board as a gas well. 


© 


Now I do not know wky the Commission should not take 
them at their word. 

THE CHATRMAN: I know of no reason either. 
wRe Sli lPH; Neither do I know of any 
reason why that will not happen. Of sourse something 
might happen in the meant ime but at the moment-~--= 

THE CHAIRMAN: We still have between the 
20th of September and the 15th of October, mrs Frawley. 
MRe FRAWLEY: YeSe 

WR. PLOTKINS; nire Chairman, there is 
but one other thing I would like lir. Mahaffy to deal 
with, that is aside from the point at the time but the 
principle I would like iir. Mahaffy to deal with is 
this, there is a gas-cap- We need the absorption gas. 
It has been brought out at a previous Inquiry, it has 
been brought out at this Inquiry. Now the Board, the 
Conservation Board has a definite policy in respect 

to that gas-cap and that is what JI would like lir. 
Mahaffy to deal with and bring it out and then weigh 
that policy in the light of the necessity, that is in 


the light of what we need and how it effects our costs; 


Bhi 


F.G-eCottle 
- 12,165 - 


What I mean by that is, as I understand, the Board has 
made it very clear both before the House and in all 
their subsequent Hearings that they do not believe that 
we need this, that we can get along without it. Now 
why should the Board take that arbitrary action. Are 
they competent to decide whether we need it or do not 
need it. This is an engineering matter but for them to 
pass an opinion and enforce a policy which will effect 
us in the industry is another matter and that is what I 
would like Mir. Mahaffy to deal with; not whether they 
would put in 10,000 feet or 10,000,000, that does not 
interest me, but what does interest me is whether the 
Board will effect our cost by controlling the casing- 
head. Now that is what I would like wir. Mahaffy to 
deal with and I think that is quite pertinent to this 


Inquiry. 


(Go to number 13,166) 


] 


arer ate 
Ms 


TP OF G3 I 


te) 


| 
es 


ay 


T=1 
1 


~13,166- 


Py. Gy COTtLS 


> O & 


> © 


MR. OMITH: The last paragraph of this 
letter reads, "The Board may consider the use vf gas for 
other purposes where, in its discretion, circumstances 
Warrant such exceptions." 

THE CHATRILAN : Mr. Cottle, you heard what 
if. Plotkins hes: jist nad to.say. Wild that be a subject 
of review also prior to your decision on the 25th of Sept- 
ember. 

The matter of casinghead. 

Yes? 

That won't be considered as a separate issue. 

Does it. arise? 

If there is any further restriction of gas from the gas-cap 
Lime problem aricges. Naturally the Less eas produced the | 
less casinghead is recovered from the absorption plant. 
That would depend on what the “onservation Board does. 
Phere sash nievory, Of course, torlock. at. We have done 
certain things to date which have done certain things 

to the supply of casinghead. Anything we may do naturally 


must have an effect on the supply and production of cas- 


inghead which is now of course less than it was a year 
AZO» 
MR. FRAWLEY: Due to the restriction On 


the production of gas? 


Yes. 


MR. MAHAFFY: I may say I have had some 


degree of intimacy with this problem now for some little 


time. It seems to me that the whole Ger Rou liye ns 3 


Mr. Knode, the Chairman of the Board, takes the view and 
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has so expressed it that he has been instructed by the 
Provincial Government to effect Conservation. 

MR. FRAWLEY: By the Legislature? 

MR. MAHAFFY: By the Legislature to 
effect Conservation. TF do not remember the exact words 
that he used before the Legislative Committee in Edm- 
Onton;, Sut he said, * Tr you want Conservation, I will 
give it to you and I care not who suffers or what the 
economic results are. But if it is Conservation you 

want you will get it." That is what this Act instructs 
and Mr. Knode and the Board have taken the stand that 
that is their job ta prevent wastage. Now the argument 
hes always been and still is, it is all very well to 

Say you are going to close up every well in Turner Valley 
that is producing any gas thet is not being used but 
reasonable business people thinking of the reaction on 
business and on the economic life of the province have 
fot to take a little broader view of it than that and 
while it may have been desirable ten years ago to close 
in the field or to prevent wells being drilled, we have 
to face the situation as we now have it. Thus far we 
have not been very successful in submitting to the Board 
that the advantages accruing from the use to which we 
put the gas out weigh the disadvantages of that gas to 
some extent being wasted. Their only concern apparently is 
to stop that wastage irresnective of what other damaging 
effect it may have. That is why we raise this point here 
because we are satisfied that this Commission, taking 

the broad view of the whole situation, will recommend 

to the Government that they strike some sort of a pract- 


ical compromise shall I say, which will permit Chis sin 
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¥. G. Cottle 

dustry to carry on but which at the same time will 
effect as far as possible the objectives of the 
Conservation Act. It seems to me the root of the 

whole difficulty is that Mr. Knode says, "This is 

a Conservation Act. TF am the Chairman of the Board. 

The Government is going to get Conservation,” and 

he just cuts right through to that end no matter 

where the path leads him. 

RS. oe. Ly u0 DOU euntre thee ds 

a fact at all and I have been with him the same 
length of time as my learned friend. 

NN. OTE ENS 5 Mr. Knodes words are in 
Poet cranscriply and there is no doubt about it. That 

is @ View point. of the Board and it should be reviewed. 
TH? CHATRMAN ; Now Mr. Frawley what do 
you suggest that we do eens ee. in the metter of hear- 
ing evidence. 

MR. PRAWL TY ; Well, my position simply 
is to give everybody an onportunity to come before the 
Commission. I am certainly not going to take any sides 
im this Plies pearticulerly 2s the, Board ie re 
presented here and the opposing interests are represent- 
ed here by Mr. Mahaffy. IF want to give everybody an 
opportunity of presenting the evidence which in the opin- 
ion of the Commission is germane to the Commission. fF 
am concerned of course with finishing the inquiry. If we 
have to wait until the 25th it means say two or three 
days after that and then give Mr. Mahaffy an opportunity 
of coming and presenting evidence, LT do. not. know, cout 
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MR. MAHAFFY: I could say this much 
further and it may be of some assistance, I do not know. 
There has been a lot take place already naturally and 
what brought this tv a head is an indication of the 

next step. I could go on now to deal with what has 
happened but on the uther hand what I am content to do 

is that the Board has indicated that they will hear 
representations on this point. It may be = I am not 
Optimistic, I am pessimistic - ‘but it may be that. they 
will Listen and give some consideration to our suggestions. 
ifs ney co tnet 2s an end of it... If they do not then. of 
course we want to come back here. 

THE CHATRMAN: Well Mr. Frawley it strikes 
one that that is sensible not to go on debating the past 
happenings. 

MR. FRAWLEY: "No and that is all Mr. 
Gottle can do and as you have probably have ruled that 

is all he should dv or be asked to do at the moment is 
TOstreblus tie History and that is of no Importance, But 
surely that is the place for Mr. Mahaffy to make his 
representation, 

THE CHALRMAN : Ccthink, Mix. Menarty, you 
should be punctilious to make your recommendations to 

the Board, in the meantime, it may be if your proposi- 
tions are sound that they will be accepted and it won’ t 
arrive here for us to deal with then. If not I think 
you should have an onportunity of coming here and saying 
wherein it is adding to the expense of the operations 

in Tusuet Valley and what you conceive to be a wrong 
ne ee of this Conservation Board. We wiil let it go 


then until the 25th. Is there anything more from this 


witness? 


py ts rie oe a va 
Semen Th OR > On 2 2 Ona ae aed eee “ uw B?- er oF a - ee u ie vin § ‘ 


qrdatiey, ¢iCmatet ate ehpuinnle eG lg enleg “ToL 4 can 


hh : = : aay wai 
. aa onto iteoetant he ol seed 4 ut wie Oe 
oe 


« syd ait ie obeed be oh at es blir 


ae ae ata ate 
eee Teo a. D 26a OSS Tage dat 10 ha haul 
: ; * Erie war ee a7. i 7 
Y Ven? Fad? -hutao fiat gad O60 hed tite a 
: - <) ray =f 
% same FE, + FELD | cittecager ; 
F ‘ red “Ag : ; Sas 
peesiont oF x : 4 eta A 
Des 
3 ef Pines B28 aes itt 


- ras , Lay 
- . ¢ ay. an ae me 
3 a Rs a : C b wy ha a * :. 
. : A ari 
, mah ean are " o : Mu = aes 
ree aig ata Shon es a a ey high é 


Leeper hehe #2 oes) oe ais snip. our 2 sf 


t ia 


iD : . ies 7 7 


as ae 


PP ie yea no 
. Sorc atrn tel as eons 2 rai Bae 

NE Ree (ite de ce en a dO ees ae tc) ae) oe eats - os = 
Pe Seecete Sree vee ACES Ww RY Bee ae ie es an = Tc 


re a 
. 


ie 
s 
= 
a 
x 


ae See lS le Ob 2h Belle ea Sn Wee ith ost 


nace 0 SO agi ihe AT ly Pag ¢ oe awa a8 erro Sha bt = or 4 ig 
PIO es ay : Hats site eaogel ds ea tay 


sip ar D 


vg Ee ae nm | y é 
f) seks 1h: Fos BL 
; oi ae 
hope agi 
“ ee ” ei . ” 3 =! 


: j - ae 
5 gee a hie 2 a or ae er Pi we a“. tus dy ; 
Sine Ba Gis, Tea ee gh oa” eae ie saa? 
* _ 


P ya a ‘- e P a dee hee ‘er © ae aT 4 © 
eee Beet UE lait ee igri +e oh 


Fe inate: Ui 


A ie \ eat), ke oanG alot ae Sq Es oss 


PY = 


Ba: 2: BS. be eeth 
ap 


T=1 
5 


MR, PLOTKINS: ; IT would like to ask a 
few questions. 
TH= CHAIRMAN: | Have you anything more 
Mr. Mahaffy? 
MR. MAHAPFY: i thinkinot es RPemy ast 
wondering now, where, whether Mr. Cottle will be avail- 
able if it is necessary for us to go on on the 25th or 
soon thereafter. 
THES CHATRIV.AN : ie. Cottle derinl tebe wqwida 
NOL Ane mitlL. be in Washington. But there is no question 
the Board will have a ESpresentative: here, Mr. Sai th. 
MR. SMITH: Well I have been St anya 
concerned about just what Mr. Mahaffy has been saying. 
i wonder if it makes any difference. Mr. Knode is not 
with the Board and the Board has decided that Mr. Cottle 
was the proper porson to give the Commission this in- 
formation and to be examined. Is he going to be away 
very lone? 
THE CHATRM AM: He won't be back very 
much before the middle of October, will you? 

A No I won't. 
Mk. MOTH + Would that make any 
substantial difference to anyone? 
THE CHAIRMAN: We have &@ concrete plan 
we are trying to work out and that is that everything 
be cleaned up before the 15th of October other than the 
evidence of Dr. Frey and any rebuttal of it that might 


come about. 
Probably by proceeding 


MA. OM ITE: 


with something else we might have Mr. Cortes 1k fete 
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anxious that this be not divided between various membors 
because the memorandum is one jaint discussion. 

THE CHAIRMAN: MY. Smith, it strikes 

me this is a new matter. Mr. Cottle has told 
us about the past. He has told us what is presently 
being done in the matter of a formula and that sort of 


thing. What goes on from now on, Mr. Cottle will nut 


be here, 
MR. SMITH: He is going away tomorrow. 
THE CHAIRMAN: It is other people we are 


dealing with, what goes on in the interim and they are 
competent witnesses and not Mr. Cottle who is down in 
Washaueten. :Lou't you think so? 

MR. SMITH: I May Say, o1r5 2 domes 


want this -- 


MR. Just one moment Mr. Smith. 
MES SMITH: Yes. 
MR. MAHAFFY: £ would, like To ask my 


tearned Iriend just how the Board is going to function 
with Mr. Cottle away. Apnarently they are going to hold 


a meeting and hearing. Mr. Knode has gone and Mr. Cottle 


Will pe gone. 


WLR o, sco ck a ilias i haven't Ane /ieast idee 
I am sure someone will be appointed so that it will be 
able to fumction. F am anxious to make my. position 


HLaIn vec ore wou, .sir T had no idea what my learned 


friend Mr. Mahaffy intended asking Mr. Cottle. It may 


be that I will, whenever you resume, argue beTore you 


that perhaps the evidence should not be admissable hefore 


you. That is the usual thing. TF merely want to make it 


plein that I am reserving whatever Tie wl ey ee... ns 
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THE CHAIRMAN: We are trying to work out 
in a way satisfactory to Everyone when we will hear it. 
We have no doubt we will hear the people who wish tu 
speak upon this subject, if there is a controversy about 
it as to how it is affecting production costs and refin- 
ing costs. I do not know how we cen escape it. 

MR. SUITH: Confining myself to the 
evidence you can see my Gat trculty. Mr erlottlLeciusethe 
accountant to this Commission and at the same time he is 
a member of the Board and trying to divide up his time. 
Mr. Mahaffy made quite an intelligent remark as to how 
are we going to carry on after he has gone. 

THE CHAIRMAN: He cannot speak with 
precision now because it is not being arrived at. If he 
Peefire ewey LOMOTTOW 2% 1s difficult to arrive at a 
decision before the 25th of September unless you do it 
tomorroyw. You cannot do it tomorrow and hear representa- 
tions. There seems to be somewhat of an impasse. What 
do you suggest Mr. ew ay? 

MR ol DUE: Et looks Like we will have 
to appoint somebody else to the Board. 


MR: PRAWLEY > I am concerned very serious- 


ivi gethiethe LOth of October, in a variety Of ways. I may 
be told by the United States Government that Dr. Frey can 


come on the 16th of October and he can stay su long and 


then he has to get home. JT perhaps cannot say Le would 


like to that we have got into some other trouble with the 


Conservetion Board evidence and we do not want him until 


the 15th of November and then he says, tYou cannot have 


me at all." Then we have Mr. Nolan who said at one time 


that he will bring Mr. Le Sueur. Now the war has made it 
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Spake 


important for Mr. Le Sueur to consider other things be- 
side Commissions and Mr. Le Sueur may say, " EF cannot 
come in November and December.” Then we have Your 
Loraship'’s own problem and it is all too much for me 

Oo enswer at the moment. Et has to be thought out in 

a round table discussion perhaps. it is very difficult. 
THE CHAIRMAN: Very definitely there 
should be no interference with the evidence of Dr. Frey 
Deine vekén On the 15th of October if he is here to give 
it. What we may have to do about cullateral things is 
another ‘matter: The concrete problem right now is when 
pie CO OIeweth-titis subject. “Ft seems absurd to. say 
WorWilk take it up on the 25th because the Board's dec- 
ision will be announced then, when one or two members of 


the BOard’ will not be here from tomorrow until the 15th 


of October. 

Mate PRAVUNY 3 Mr. Smith may advise the 
Board to have Mr. Cottle Nere Lor a Gy petent aren son. 
Perhaps the Board may say Ke want Mr. Cottle to present 
the views of the Board. I presume the Board could have 
that privilege. It is these questions that do arise. 

THE CHATRMAN : rt means it will be deterred 
until we have had the evidence of these other people and 
more deley. 

MRe PRAGL TY : Theteis Woy 27 think, wath 
every respect it would be idle for me to try and conjecture 
how we are going to work it out. ZI think we will have to 
wait and discuss it more informally. 

THE (CHARMAN < How were you going to work 


Lact sco utue sy Yousent ous the notice, How are you 


going to deal with the subject matter of your notice? 
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There is another subject that arises before September 
2oth and that is the Board of Revision on Wednesday. 

Lf obviously cannot sit on the Board of Revision.and be 
in Washington at the same time -so presumably something 
will have to be done to make a temporary appointment 

vO “the Board so’that) they 'can function.” or allthese 
things will have to be deferred until I get back. I 
assume that an appointment will be made so that the 
BOoarG may Tune tion . 

MR. COMMISSION®R LIPSET: I sunpose the effect of 
that will be that no decision will be given until the 
representations will be considered even if the 25th of 
september should pass. 

On ves I donot thing’ the Board considers’ 13’ ie “bound 

TO tesue vane Oreer von the -2oth if Tt is mot Veasday ttc 
issue the order. Ft may be thet the representations 
will delay the Boards decision. 

inet “is ne representations would be considered before 
the order was made? 

Oise 

MR. FRAWLEY: That is what I said. The 
Board may not be able to give an order giving due effect 
to the representations. These representations may go on 
from dey to day. The Board says, "We would like to have 
them by the 24th," but we know very well that adjourments 
are granted to mvet the convenience of these comnanies 
and so on, and no order will be made. 


Problems may arise in the representations which may make 


it impossible for the Board to issue an order on the 25th 


although his letter says that the Boards intention is to deal 
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MR. FRAWLEY: Kt isa notice? 
158 iy 28 @ novice. 
THE CHATRMAN: Mr. Mahaffy we think we 


will defer the whole matter until the Board has had 

an opportuntiy of hearing the people who wish to come 
before it and come to a conclusion about it. In the 
event of no conclusion being arrived at at the time we 
are ready to close out the hearings of this Board you 
will be heard and such witnesses as you wish to call. 
There will be no question at all you will have a hear- 
ing. In the meantime I think the Board should work 

out its own means of hearing the people and coming 

toa GOMCULUSTON OF Coming 1Oo a decision. FF they fail 

in any cr all of these things you none-the-less will 

be heard by us and our recommendations will be made 

just the same as if ne had functioned, if we think 
Deas @ Dropper case Tor making any recommendation . 

Ali right Mr. Frawley? 

WER. PLOTRING : I just have a few questions. 
Mig —OvuLre would it nov be possible for: the Board to puo- 
lish monthly pertinent information that would give the 
industry and the producers themselves the data that would 
permit them to weigh the facte and assist the Board, 

or to make representations to the Board in order to pre- 
clude any mistakes such as have been in the past. What 

? Gave in mind is this end I ‘am going to ask your opinion. 
The net production each month for each field is now given 
more or less in detail and the storage on hand in the 
Valley and storage on hand at the refineries and then the 
consumption, thet is the amount of run by each rollnery 
so that we can check,the industry itself can check the 


figures that the Board uses in arrivine =t the allowable. 
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And shipments to outside the province so that we can 
weigh the importSand guide our business accordingly and 
then the demand,.and what I mean by demand is the allow- 
able. Would that bé feasible? 

MR. SMITH: May I make this suggestion? 
This is a long question and it asks with respect to the 
publication of certain things, production, storage, re- 
finery through-put and so on. It just seems to me that 
if my .oriend, Mr. Plotkins, is serious in want- 
ing this thing done why doesn't he make the request of 
the Board without coming before this Commission, wiere a 
man is under oath and asking him to express a view about 
something which obviously he has not discussed with his 
cOolleegues. If we fail to give a reply to any reasonable 
request then he can come here but Lt. (US ti.S FOLMeS ANS. Ul ie 
is s@arcely the;place to ask a question of that kind and 
expect any answer. Et may be if he writes us a letter 
that we will do thet. JF do not know. 

MR. PLOTKINS: Mr. Chairman, the reason 

I asked this is not so much because I cannot get it from 
Lie veoetaas. dogo Noy know. Et is perfectly possible the 
Board will be willing to give that information, and by 


the way every Conservation Board that I know of provides 


Ere vi mT Ormevion ont y.- sous 1% is mostly Vo Oring out <= 


Just a minute Mr. Plotkins, you say every Conservation 
Board sunplies all the information you mentioned’ 
Practically all, yes, in fact all of it to my. knowledge. 
Thavoie mob right Mr Plotkins because it is Impossible 


for you to ascertain from the Conservation Board in Mont- 


ana, for instance the nearest one we have, what the refiner- 


leq cumetnere, in individual nerineries. 
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I am sorry and unless I did not read it right that the 
Conservation Board report monthly shows what is uSed 

up by the refineries and also shows what is in storage 

at the refineries. 

In total bat not for each refinery. 

Yes that is true 2t ‘Ve “in -toval but ‘the Ticures could “be 
available at the Board's office for each refinery and the 
reason that I am taking that up here, to answer Mr. Smith, 
is this that we are questioning the methad by which the 
Board arrives at the allowables and that it is certainly 
a pertinent Guestion before this Commission in order t9 
assist the Board as well as to weigh their judgments and 
decisions and make representations for the next month or 
the next period that they make a new allowable, if we had 
that information available to the trade we could check it 
end £0 to the Board and say, "Here is a matter here you 
have not taken into considération,"” then we could also 
get this information. 

THE CHATRMAM : That may be most desirable 
Mr. Plotkins but after all we are not going to ask Mr. 
Cottle to say - Mr. Smith's point is well taken that 
Mr. Cottle should not be invited to say what his Board 
will do or what his Board should do. He can be made to 
say what the Board has done but when you are asking him 


to speak for the Board in futuro then it must function 


as ec Board and he as a witness is not competent to speak 


and we won't insist upon his doing so. 
MER. PEOTRENS « They have taken upon them 
selves to make quotas. 


THE CHAIRMAN: | You cannot ask one member 


Of 8 body to sey what his body will (doin the future. 
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MR. PLOTKINS: | ll I am asking him, 

Mr. Chairman, is whether it is advisable and whether the 
Board would consider thet in his opinion. 

THE CHAIRMAN: I do not think either area 
relevant, when it is going to oe considered by the Board 

as a Board, that he should ve asked to givé a presont 
Opinion. 

MR. PLOTKINS; W6 can make a request to the 
Board and s6e what happens. 

THE CHAIRMAN: Yes, I think thet would be an 
excéllent way. If anything heppens that does not ploase 
you ynu can come and tell us why. Now is there anything 
moro from Wr. Cottle. 

MR. MAHAPFY: First of all I want to be sure 
if I understand this. Mr. Cottle will be available for 
further cross~examination by me when we carry on with this 


phasc of the case if it is necessary to go on. 


THE CHAIRMAN: If it is necessary to go on 
with it. 
MR. MAHAFFY: I just want to be sure that 


Mr. Cottle will be available fer cross-examine tion. 
THE CHAIRMAN: You want: to know if Mr. GQottLe 


will be available for cross-examinaticn? 


MR. MAHAFFY: Ye@Se 
THE CHAIRMAN: Well have you finished with 


Mr. Cottle up to this point and if you have not, go ahead, 
and if you have, then how will he know what has gone on whild - 
he i8 away. The man who doses know will certainly be avail- 
able. 

MR. MAHAFFY: So long as some represontative 


from the Board is available that is all I wish. 
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Cottle 
THE CHAIRMAN: Why, of courses 
MR. MAHAFFY: That is all I want. 
THE CHA IRMAN: There will be no question of that, 
Mr. Smith’? 
Mae SMITH: Always sir, subject to what I 


seid qa moment ago. You see in respect to all these Sehedulses 
and so on with referones to the Gas Caps they are all prepared 
under tne direction of Mr. Cottle and it may be what is done in 
the future may be done by those porsons immediately under him 
in the Board and if so he will probably be the best man to toll 
you what the Board hes done. They may be acting on his 
judgments even although he is ahsent and he may be the »hest 

man to give the avidenes and that is all I want to dn, is to 
bring before this Commission the best evidence we gan obtain 
for tho Commission. 

THE CHAIRMAN: Quite so and all tir. Mahaffy 
Wants to know, and I think it is quite evident, that no 

membér of the Board will refuse to come here and give evidencs? 
Ma. SMITE: Oh, no, I do not think that 
attitude would sver be taken. 

THR CHAIRMAN: And there will be ho question, 
Mr. Mahaffy, but what there will be someone aveilable for you 
to examino and if you think somebody elso has more knowledge 
than the person presented, when you hear the evidenses,, ---= 
MR. MAHAFFY: I am not concerned so long as 

it is some member of the Board. 

THS CHAIRMAN: Well I mean there is no question 
at all but what you have the right to examine members of ths 
Board if you want too 

MR. SMITH: And that is the reasnn that I 


brought Mr. Cottle because I thought he was the person who 
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keeps the records. 
THE CHAIRMAN: You are anticipating difficulties 
We must be clear, ir. Mahaffy, and lot us be clear about this 
before we part, we are not sitting to go into the whole 
conduct of :an administrative body that has been set up by 
statu’i6 but insofar as their action may refloct upon these 
Subjects that we aro invited to repert upon, then we are 


interested of courss. 


MR. MAHAPFY¢ I will keep that in mind, sir. 
THE CHAT RMAN: We aro not going into a brand 


new inquiry ebout the Conservation Board of Alberta, whether 

it should have heen set up and so on end all its administrat- 
ive acts but you have some ccncrete problems, as I understand 
you, in connoction with the Gas Caps. ALL Pigney you say 

it affects your “nole refining business down there, it affects 
your production and so on and those are matters we are concorned 
with and perhaps no hard and fast Line can be drawn but I am 
leaving it to your discretion tn try and not embark us ona 


wholly new inguiry turning around this Conservetion Boarde 


MR.e MAHAPFY: LT have wo intention of doing 
suche 
THE CHAIRMAN: Wo Will hot be Lod inte 26 elthers 


We would foel difforently,if conditions were not today as thoy 
are but we think thet neithor individuals nor ecompanics should 
prolong the inquiry while we are ina state of war, consistent 
with what is ossential to your operations down there, to that 
extent we will hear anythime you wish to say about the 


Sonservation Board. 


Mie MAHAPFYs I will try to keep that closely 
Ln mono ¢ 
THE CHA TRMAN: I say it is vory hard to define 


just where tho dividing line is but we are leaving if to 
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ee 
dotinsel of your stand ihe tn soe that you hew tn that line 

and oqua lly we will try t6 Bee that those you rapresent got 

a full and complete hoaring. 

MR, MAHAFFY: Thers is one further point. 
Yosterday we were discussing orudo o11 which to me is something 
separate and apart from this Gas Cap proposition and what I 
would ike to do, so that that particular phase of the thing 
may be ¢leared up, I would like to eall Mr. Boyd as a witness 
to explain to the Commission the methcd by onion dclivery of 


that crude oil from tho Royalito Oil Company was taken, 


THE AHA TRMAN: All right, certeinly. 

MR, MAHAFFY; I think that is a separate 
pointe 

THE CHAIRMAN: But you are through with 


Mr Cottle nowe 
VR. MAHAFFY: | Yes, I am through with Mr. Cottle 
Q MATOR LIPSBTT; Mr. Gottle, I just want to try 
and get a little furthor idoa, for my own information, as to 
how this works out, this conservation. I gather that at 
present on the ellowatle for each well that you are well 


within good enginevring practice? 


b We think so, yes. 

Q You as a Board think so? 

A Yes, | | 

Q And in gonsoquence the wells of theso smaller refiners and 
Smell prvodugore are boing economically and prcperly p oduced, 
so far as the Board thinks? 

mi Yes, we think so. Wo make no distinction whatever betwoon 


e@ well that is owned by a small rofinor and ono which is ncte 

We treat every well in the same way. | yale 
Q New is it the prac tice of the Board then to allow drilling 

permits to: anybody who asks for a driiiing permit and has the 
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money to drill a well? 

And who complisos with the provisions of the regulations under 
the Oil and Gas Wells Act, I think that is the policy. 

That is as to where they should be drilled and s. on? 

Under what conditions, casing programme and s> One 

Now what would bo the effect on these smallor produbers or 
tho small refiners who have already full prvevision for their 
own requirements and havo drilled undor good enginocring 
proctices, if some largor organization say was to doubles the 
number of wells in the Valloy? 

The duubling of the number of wells in the Valley without 
any increase in the tctal field rsquirements would naturally 
curtail tho relative production of eaeh of tho existing 
welise 

And in the caso cf these small produccrs, tho alternative 
before them, would be, I suppose, either that they would have 
to double the number of wells that they own or they would 
have te buy at the posted field price? 

That is right. 

Well now take the first alternative, that they had to double 
the number of wolls that they owned, that would increase their 
capital outlay and in consequence would inecreaso the cost of 
the erude? 

Yes, it would, tompcrarily at least and thore is no dubt 

it would over the over-all picture. The point I had in 
mind wos that a woll that preduced at nalf its existing 

rate mash bo oxpected to produch more oil but it would take 
more timo to produce it and the overhead exponses would go 
ONe 

ind would be so much greater? 


So much moro per barrel. 
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Then, as I understand it, the only alternative to that, 

that they have at prescnt, is that they have to go to ene of 
the larger companies and buy at the pested field prics? 

That is right». If their own wells are not permitted to 
produce sufficiont oil for their own refinery requirements 
they naturally have to buy from somes other person who has 
the oil. 

And that alternative at prosent is that they must buy at 
that posted fiold prices, instead of paying what it actually 
was costing themselvos? 

Yes, that is right. 

Let me put it this way --- 

Yes, that is right, sir. 

Supposing it was costing Mr. Mahaffy's client say 80 cents 
per barrcl to produce their crude and at present they are 
producing it subject to the best ongineering practices, 

{t would be possible for their competitors by doubling tho 
number of their wells, to force Mr. Mahaffy's client to pay 
Le20 or $1.30 & barrel for :their o11? 

Yes, by increasing their cost of producing a well and also 
by causing them to actually purchise oil at the field price. 
At the field price? 

Yes, that ig an inevitatle consequence cf additional drilling. 
“iell ncw has the Cunservaticn Board ever considered or have 
they tho power to consider whether, in allowing the driliing 
of thesc further wells, they should be subject to scme 
condition that that oil in those wells should not he taken 
into account in considering the allowables of the sSmallor 
wells up to dato, where they have drilled under perfectly 


good enginesring practices? 


roy 
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I do not know that we have the power to consider that or 
not; the only powcr we have is that under the regulations 
issued pursuant to the Oil and Gas ‘ells Act, they givo us 
the right tbh issue drilling permitse ‘Wo could impose such 
conditions as wo deem fit to the issuanoe of tho permit but 
presumably if we wold have some suéh power we do not think 
it would be advisable to exercise any powers of that kind 

at the present time. 

Well it ssems to mc that the present situetion is that the 
position of the small producer or refiner who can get 
his ail today at a dollar, can be affected by something 
which may be for the benefit of some larger land oW,er or 
producer in the Valley? 

Lt is quite possible. At one time there was one well in 
Turner Valley and soon after. that there were several wells 
and the other wells soon worse able to produce all the oil 
that could be usod at that time. Now from that time on 
overy well that has been drilled has of course required a 
rostriction of the wolls which have been drillsd previaualy. 
Well hav it ever beon considored by your Board as to whother 
the small producer or the small refiner when put in thet 
position, that is his businoss is curtailed, when that is 
dono, that he should not oe ontitled to get his erude oil 
from the perple who curtail him at the cost of his oil t9 
him, or at some other cost commensurate with that? 

We have not looked at the picture exclusively from the point 
of view of the small refiner or tho big refiner, the small 
producer or the big producer. We think we have adopted a 
policy which at the present time under existing conditions 
is best for the industry as @ wholoe 


Well is it a fact that. or is it the opinion of the Board, or 
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have you any opinion, whether in practice it is working 
out very much in favor of the largor and wealthier producer? 

A No, the Board thinks not. You see the very producer which 
you suggest not only would curtail the production of the 
present small wells, - and in fact if it is a4 very small 
woll £% would take quite a few additional wells to curtail 
{ts production becauso a number of small wells are unable 
to produce as much ol as wo are now willing to pormit thom 
to produce, but that procedure would also curtail the wells 
now owned by the big interests and would also result in loess 
oil per well heing produced from the wells that are to be 
drilled so that the only advantage to the big person by that 
procedure would seem to me to be the big interests would 
then produce a greater porcentage of the oil but also with 
& greater cost to the Po etene ete and to everybody else. 

G It would seem to mo to be that there would be two alternatives, 
one is that under the circumstances which I am giving you, 
the large corporationdrilling a Int more wells, the one is 
that he forees the small producer to double his number of 
wolls or to buy at more ther his eost of his own product; 
would it bo equally fair that he should say that if the 
larger corporation is alluwod to produce far more oil from 
far more wolis than tho market requires, vhat that should 
not intorfere with him but that they should arrange to store 
this surplus oil, if they want to produce it} in other 
words instead of putting the penalty on the small producer, 
that the large producer should provide his own storage if 
he wants tO produce the extra oil? 

A Well, of course, wo consider that is not putting a ponalty 
on any one well rather than any other well. Ths fact that 


the well is stell_or-largs we think should not be considered 
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and therefors we do not let it influenco us as to who the 
owner of the we/l is. We try to treat all wells alike and 
if there is going to be @ penalty on the small owner or on 
the small weil there will be a prtportionate penalty on aal 
other wells drilled,» Now I do hot think we should take 


soiling to treat one class of 


and adopt any tolidy that is 
person in a field any differently from any other person, 
be they small. or large, white or dark, 

Q Take the very case that Mr. Mahaffy put tc you, where a 
particular vefiner has got enough wells under the best 


enreineering prectice to provide all the cruce rogquired by 


him? 
A YesSe 


Q Prima facie I suppose hea should be allowed to condut his 
business as he Likes? 

A Without Governmont intcrvention, yes, he should be allowed 
to conduct his business ae he liked but intervention must 
be in our opinion applied to all equally. It does not 
concern us whether the ownor of the well has a retinery or 
has not a refinery and I do not think we will let that 
concorn us. 

Q But ycu allow the largs cGurporation or the large owner to 
drill as many volls as he likes, although that might put 
the smaller wells out of production and the 6mall refiner 
Sut of husiness under the present set-up? 

A At the present time we will allow any person who has the 
property to drill a w6ll subject to the regulations under tho 
O11 and Gas ‘Jelis Act. We are not coneérned with whether he 
is large ox whether he is small and we are not concerned with 


the present drilling programme creating unnecessary wells in 
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the Turner Valley field, therefore we are not concerned at 

the moment with doing anything which will curtail the drilling 
of wells . We do not think in the interest of the industry 
as @a whole that that would be desirable at this particular 
time. 


well if you are conserving to méerket , why equally should 


Q 


1 


the conserving to merkst not be the market of the small 
refiner just as much as the market of the large refiner? 
4 I do not think it is proper to say that wo are conserving 


. +} i-n + 
to the market 


€ 


I accept that. Having regard to the market conditions; 


re) 


take this cese now Which seems to me to be the alternative 
of the ono I am putting to you, if insteed of doubling the 
number of welis, take tne case of the Royalite, that instead 
of doubling the number of -wells, they say, "well we will 
reduce by haif the amount of crude oil that we will use 

from Turner Valiey and we will teks our supplies from the 
Stetes or Sarnia", would that not be adopting a policy that 
Will meen that the small preducers and refiners would not 

be able to get their supplies? 

S 8@f cairse it would naturally because if there is so much oil 
to be produced, cach well's share of production would be 
rsduced. 

Q Would that indicate to some extent that the conservation at 
present is largely contrclled by the major oil companies or 
a group of companies, rather than by the Board? 

a Well if we, if the major companies are ina position to say 
how little ofl is going to be produced shey naturally are in 
contrul of that situation and certainly the major interests, 


operating the refineries as they do and operating the service 


stations as they do, are ina positicn to determine how much 
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oil they are going to usa, It is therefore inevitable that 
they can be said to be in that position, but I do not think 
it is reasonable to essume that any person in the business 
will do something that is very unsound though. 

Q Would there be anything unsound from the point of view of the 
large company with large resources, in drilling enough wells 
to insure their supply for ten or fifteen years ahead, 

Ferhaps I should not ask you that, Mr. Cottle? 

A No, I do not mind the question, Mr. Commissioner. When you 
sey "drill snough wells to suvply for ten or fifteen years 
ahead", I think there is a confusion there between drilling 
enough wells to supply the present daily requirements and 
the drilling of enough wells to satisfy ono's solf that 
there is enough oil reserve there; there is just the question 
of which you have in mind. ° It would of course be foolish for 
so many wells to be drilled today with the small markot, that 
many many tims the market could be produecsd today when a 
fewer number of those wells would satisfy you as to the 
reasonableness of expecting the oil to be there if the holes 
were drilled. 

Q Well on the present layout, supposing a company decided to 
go on with that policy of drilling a large number of wells, 
would that not mean that the value of the wells belonging 
to the smaller producing companies would be so much reduced 
in value that they would not be either able to carry on or 
would have to sell out at some small sum? 
With the static market. that point would rise eventually, ysse 
So far that has not been taken into consideration by thea 
Board as to whethor there is any way out of that situation? 

4b No» So far the Board has not found it necessary to seek any 


way out of that situation because the Board does not think 


a i 
C = ak 
twit aided ind 's Sy pend 
dna¥ toa as’? tit coi 
Stat T ONC 
ok wanna ane i ee 
: icetfeslate oi ite ¥ae ee rege * 
st = bis reg gm, m4 4 ae tea we seh es ies 7 ots 
rd Pe ed “pee Homans “aa A? cate p 
tear eye. ream Yih : . i a 4 
¢  eleas ae aabt rong: ne prerre ns age er at idaee ‘byier a 
| | 
beatae wyatt “FFF “wer aad: aye wiugue. nyodé: ‘ofpan! et che 
0 tered. eee une a 
yy bottrad. 28 73 ie aot See fol Dee sig ariaet | 
: ve oe ot “ ee i Red z ~ Saaee 
:' ; 7 Re ad sees : anne a= P ; aa \ a0 #3 wa up sed “fut ‘an to8- nh + Pe ae © ~ en 
| See a ee a Pans oe 
Sox gp 2 SO” Laia ay, 2 Elet aie, THEgb ee a 
Re tee Facts ‘ oe > bie ae 
bal rs : , ay a: hid i an i” is ‘st : prone wat ae - "Benita * Si : 
Bomar NC Mm ery MNES oe ee eae Vine Sooke ne ae 
a enemas Hieet +2 Tat ane git wtf yf ere re “oo “aS TaN ita Lae 
Rina Tis > Ey ae ¢ % aaa tT ee *s 
fd % : pe Ae on 7 th t Gated ce roy A Lan noe ois ‘Se Pits fiibe ene 
' sae Wee i! Fs emgerey 4 Shaye ee Bt me aes Ae 
ae, eer - « ‘ um ae + . + Poet g ne ‘cir y | ou isa ta Pan ay aig oe kD 
oe 4 teas ib) gt re Cote ie 
of  , soma £ Set qt aah Were ee Poke nie ‘pa ‘atta eh da ae 
! ra (zy aba a, 1 ery iy aad es f ‘ = sl eal on bean cathen 
es ee cae i os ee kh ae ia 
it =) ob fev Steg iae OL wine ee 
. | a Oar mes aa re Fa 
pee A hs a on 
bw if ' be ir ay iti % 7 Theis. hide u i it) ve took at ytncigea eae so 


VEE aaa he eee ge es 

ed! o Mette vawal a ee bi ain oil ‘Seen ae an 
* r wow oh oy ct 

arity ie pled aatt yn ii ‘Yoa-i 


Sooubes:ciGiit dp 60" 3 Pi saath ‘Vuh wiiiog 
a meee i8C 
"5 iO danae ch ‘gis chanas tiv i. ‘teh tigi 
came oe Liiitows wer s Fo we 
Prange 
egt eo Faeticge 


C-2 
12 


F. 


Ge 


-13,189- 


Cottle 


that there are too many wells being drilled today; therefore 
the Board has not found it necessary to consider it, to 
Consider that particular problem. 

But the same result presumably can be brought about, can 

it not, by reducing the market that is supplied by tho 

Turner Valley crude? 

It could bee I do not think that is something to reasonably, 
that can be reasonably cxpected however because curtailment 

of the present market would involve supplying that market 

at additional costs There is 8 geographic territory which 
this market serves and it would obviously cost a person more 
money to bring oil to say Moose Jaw refinery cr the Régina 
Refinery from Illinois than it would from here and so anything 
that any person would do for any ulterior mative would cost 
that person quite a sizeable sum of moncy. 

It would have to be done for the ulterior motive of putting 
somebody out of business or something else like that? 

Yes, and I do not think it would arise. I think there would 
be cheaper methods of putting people out of business than that. 
Now there is just one other point, Mr. Cottle, that perhaps 
you Will help me with a little. As I understand it the 

Board is not concerned with price? 

Not at all. 

And the only alternative of these small producers, if they 
are not prepared to drill more wells, is to pay that field 
price? 

That is right. 

WA. SMITH: Small refineries. 

MAJOR LIPSETT?: Small refineries? 


Smaitl refineries. 
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Or those who are small producers and have not enough 
production for their refineries? 

Yese 

Now that field price at the presont time is fixed by the 

one company cnly? 

That is right. 

And if the cost to the small producer, connected with the 
small refinery, is only say a dollar a barrel, they would 
have to pay that $1.30 for any surplus oil they required? 
That is right. 

Is there anything, if it was dcsirable, is there anything to 
prevent that field price going up to ,1.5) and making them 
pay 50 cents a barrel moro than their oil would otherwise 
cost them? 

Well those things take care of themselves in my opinion. If 
the present price is a rcasonable price, having in mind the 
eccnomics of the industry, then an inereass from $1.30 to 
,t»90 for the purpose of making the products cost the small 
refiner more money, immediately the whole field is going to 
have a smaller market because at the moment the oil from 
Turner Valley goes a certain distance, having in mind what 
the price is and having in mind what the competition is, 

and if the field prices are relatively increased just for 
that purpose, it is not only going to cost the small refinor 
more but it is going to cost everybody in the business more 
and somebody is going to losc a lot of money unless tank 
wagon prices are increased and if tank wagon prices are 
increased, the small refiner is in the same position as ho 
was before because he is interested not in the price nf oil 
but he is interested in the spread between the price he pays 


for oil and the prico he gets for his product. 
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Q Phen on that alternative, that is the alternative that was 
in my mind, that by reducing the market which would havo 
the effect of putting the field price up to $1.50, then the 
position of these small refiners and small produoers is 
just equally bed? 

a& Well all of the things you mentioned not only increase the 
cost or desreasa the realization of tho small fellow, . thoy 
increase the censt or decreags the realization of the small 
fellow hut they increase the cost or decrease the realization 
of the big fellow who is doing it and the very bigness of 
the big fellow makes me think that the big fellow is the one 
who is going to get hurt and therefore the big fellow, it 
seems to me, would not take those methods of embarrassing 
his competitors because it is going to embarrass himself 
just as much. 

Q What you call the big fellow, would he really be hurt if he 
was a producer as well, one of the big producers in the Valley, 
he would get on the one hand 20 cents more for his eruds oil? 

4 Yese 
In one pocket? 

Yes but he may find that hé is buying crude for the distant 
portion of his market at a higher price and it means he world 
pay higher for that but not only that, the big fellow does 
not produces all his own cil and if he buys a portion of his 
Oil the doubling of the price Par tee purpose would cost the 
big fellow a lot of money. 

Q If he got 20 cents more for the half which he produced and 
paid 20 cents more for the half that he bought, he would he 
exactly as he was but the smaller man might be wiped out, 
would it work out like that? 


A Just a minute now, ycu say if he got cO per cent more for what 


es 
; eis} 
' 


| at 
L = 


, = 

car te af of 
~ 1 
Taare F = 


atest see ay 
as 
‘ 4 


, ~ 
- ‘ 
o =. E 
es 
ah) 7 
. 
St ie 
; : e 
' 
aad ane S ‘ 
“ v ut 
SY , , 2 
= - 
hee 


2 
EO r 
eee 
A 
a 
“4 a 


ey 


es 


C=2 
15 


F. 


Ge 


crc SU te 


Cottle 


he purchased. 


Himself, if he produces 50% of the oil and gets 20 cents a 
barrel more? 

But he does not get any moro for it, I mean if he purchases 
half of the ofl he uses, he does not get any more for it if 

he uses it himsolf. If he produces half of the oil he uses 
it does not matter to him what the field price is because 

that is not a factor at all and if he pays more for the half 
he buys then he is out of pocket the difference between what 
he is now paying and what he would paye 

Maybe there may be a perfectly good answer to it but as the 
thing stands out at the moment. it would seem to me that one 
or two companies by drilling mure wells under the present 
Conservation System, gan force the small refiner who is 
producing, to pay much more than what his oil would cost him 
if he were allowed to use his own oil? 

Well I think the answer to it is that it would cost that 
yorson much less to embarrass his competitors ina different 
way than merely drilling unnecessary wells to embarrass his 
competitors. Drilling wells is quite an expensive proceduré. 
Take a Gase like this, a Goneorete case which has been given 

to you, he has been producing within good snginsering practicas 
and he has produesd oll at 51.00 a rarrel. Now why, for the 
benefit vf somebody else, should he have to pay $1.30 fox 

part of the ofl that he requiros? 

He has to, simply because wo have a Gonservation Poliey which 
must treat all persons alike whether they are refiners and 

own oil wells or whether they are not. I think that is the 
only answer to it, You are sither interfering with a person's 


rights or you are note 
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Q Does not it really work out ih this way, that not only does 
the present system give power to insure that wells are only 
drilled on permit, but on the other hand it gives power to 
the Board indirectly to impose a penalty con ancther producer 
because he will not drill morse wells? 

A I do not see that it gives the Board the puwer tec imposes a 
penalty because whether the Board is there cr not, these 
wells are going tc he drilled and perhaps they will be 
dxvilled even more readily than if the Board were there, 

Q Bxcept that this small refiner would be able to still uss 
his own oil and now he is compelled to go tu the large 
company and pay them the cost price plus a prufit? 

BS Of course ntnar conditions may arise which may more than 


effset that disadvantage to the small producer. 


( Go tc Pego 13,194 ) 
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Hf, Ge Goutle. 
I assume at once, Mr. Cottle, or accept at once that con- 
seryation must be an absolute necessity in this Province. 
There is no question in my mind personally of that at all. 
But I was just wondering if the Board had the power to do 
everything that would be equitable as well as everything 
that is good engineering? 
Well, the Board has blanket power in that section of the act 
to regulate production of the individual oil wells. As far 
as regulation of production is concerned, I do not think any 
further power is necessary. 
Is there power, do you think, that would enable the Board 
if they saw fit to say to some large organization "You 
eannot drill a well uniess 77ou are prepared to let somebody 
else use your oil at the cost price." 
Weemay impose conditions on the drilling permit. I presume 
we have the power to do that. But whether the power is 
there or not ‘though the Board at the present time would not 
wish to exercise such power. The time may arrive when it 
will. Ido not know. Bit 1 do not foresee it at the 
moment. at the present time it has not arisen. 
THE CHAIRMAN; Any more questions? 
MAR. PLOTKINS: Mrs, Cottle, is the Board concerned 
with preventing economic waste as well as physical waste? 
What do you mean by "economic waste"? 
Yesterday you mentioned something about preventing undue 
accumulation of storage because storage costs a lot of money? 
Yes, 1 said I doubted if the increased efficiency in the 
field would be sufficient to justify the expenditure of a 
tremendous amount of money on storage. 
So that you do take intc consideration economic waste? 


No, I am just speaking common sense there. 
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Why should you concern yourself with storage then? 


&) 


A We are not concerning ourselves with storage from that point 
of view. i-Lvalso ‘said tin the brief that the Boaru is sie 
in the husiness of storing oil. I made that observation, 
that the Board did not think it would be wise but if other 
people wished to do it the Board would not be concerned 
about iv. 

Q They would be concerned with economie waste and would be 
concerned with preventing too many wells bein 
Which haswaniertect on the cost of production. ID yOu 
were concerned, "as [ understand the Board has maintained 
up till yesterday, that they were concerned with economic 
WesLe, “hey wanted’ tL prevent the fall of prices and they 
wanted to prevent undue accumulation of storage and they 
wanted to prevent evaporation of production and those 
things are all economic? . 


a 2°Ben 1 nothing about those shat I recall. 


Q Welle Thomo Me htiokle has repeatcdiy in his) testimony told 


us that was the aims of the Board. Maybe I am wrong in 
assuming that is the present policy. Bab LE at were 


would iy notebe the duty of the. Board aiso to weigh ‘the 
effect of allowing too many welis to be drilled, or more 
wells to be drilled than is necessary for the economic 
Production ion the required cruaey 

A @ovnot know thats cai answer that. |) You say if it were. 
Well, ‘ti was: now. 

Q You stated yesterday that the present number of wells cannot 
Only takevcare of present requirements but considerably more? 

A Ieseid, the present wells in the field cama now, in the 
Board Sucpinion PproduGe more than ihe presenuwrate of 


requirement. 
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Fe G Cottle. 
Didn't you go as far as to say several times over, yesterday? 
Nou, Tv certainiy Gf not. 
Well, I understood you said considerably more than several 
times over. If that is a fact, why not restrict the number 
of wells so as to keep down the cost of production? 
You are making an assumption from what I have said that is 
not so. I said the present wells can produce efficiently 
more oil than the present requirements, but I did not say 
that there are too many wells. 
No, I know that. 
For that purpose. 
No, I did not understend you to say there were too many wells 
but I understood you to say that the present wells could and 
ere capable of producing considerably more than even the top 
of 28,000,that was the top this year's allowable. Is that 
not so? 
< said they could produce more. Whether considerably more 
orm no tl doo not, know: 
Petnatveis a fact you will agree the more wells that are 
drilled the more eapital costs have to be absorbed in the 
price of crude, if they are not required for the production 
of the market requirements? : 
MR. SMITH: Is that a static market? 
MR. PLOTKINS: Not static, but the actual market. 
Perhaps that is. true, but I do not think what you have in 
Dimdearisesii nti Tesay) [am ot the: opinion” thatthe Dieid 
can produce go maue h more than the present requirements 
that it would be advisable to curtail the drilling of more 
wells.() Any field should at all times De able to producé 
more than the immediate requirements; otherwise, it is not 


linea healthy position. If 1 conveyed to you the impression 
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F. G. Cottle. 
Ls As Boyd. 
that there are now too many wells or that the field is 
capable of producing go mich more than the present require- 
ments that it is in an unhealthy condition, I am very sorry. 
That is certainly not what I had in mind. 
You do not think at the present time a programme of 
curtailing drilling would have a beneficial effect on the 
price of crude? 
I do not know whether it would or not and whether it would 
or not wouind not econcern me ag a member of the Board. 
You would not be concerned? 
No. 
That is what I wauted to find out. 


THE CHATRMAN ; That is all, thank you, Mr. Gnttie? 


J.C "@; 0) (078 U6 8S ae ff Ao CE OS 


LaYVON ALEEN BOYD, having been duly 
sworn, examined by Mr. Mehaffy. testified as follows: 

Mr BOvd, od. belicve. you. are the Superintendent, of, the, Gas 
oa Lb Products Limiced plant in Turner Valley? 

Yes. 

MR. MAHAFFY: I may say, My Lord, that I was 
also calling Mr. Boyd in connection with the gas situation 
With, respect to which he has numerous other qualifications, 


3 


Uthiael won "te ack) him tio recite them now. because, the, only 

point I am calling Mr. Boyd for is in connection with this 
crude situation. 

How long have you been Superintendent of the plant, Mr. Boyd? 
Since 1934. 

Do you recali this year that your company, the Gas & Oil 
Products Limited, purchased crucdo oii from the Royalite 

Oil Oompany? 


Yes. 
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L. A. Boyd. 


Approximately how much oil was purchased, just in rough 


figures? 


I believe 38,000 barrels. 

38,000 barrels? 

I. believe so, around that. 

THE CHAIRMAN: When was that? 

MR. MaHAFFY: Vheh was that, Mr. Boyd? 
About May, I believe. It was in May, and possibly the latter 
Daa sO lar il. 

April and May, 1959? 

April and Mey jeb959,,, and June, roughly. 

Approximately how much oil per day was taken? 

Abuut 800 barrels. The allowablos of the wells we were 
tied up to was about 300 barrels. 

At that time, in your opinion, could the wells who were 
Supplying oil to Gas & Oil Products under regular contract, 
could those wells have supplied sufficient vil to operate 
the refinery had they been operating on larger quotas? 
Yell, not without storage. Without curtailment they could 
have, by storing oil producec months before, say along in 
January, and stored the oil until that time, they could 
have, yes. 

What yuu mean is if they had been allowed to produce at a 
higher rate throughout the Vinter, these purchases from 
Royalite would not have been necessary? 

LewouldsnoL think go) no. 

When you say producing at a higher rate, would they be 
producing un an efficient basis? 

Yes, they could proiuse at a considerably higher rate than 


they were allowed to produce at, and produce it efficiently. 
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In some cases wells that produce at a higher rate produce 
more efficiently, the gas/oil ratio comes down. 

Will you describe to the Commission just where this oil 
from the Royalite was obtained. In other words, 1 want 
to know where the oil was produced and where it was in 
relation fo your plant and where you took delivery of it, 
the whole detail in connection with the transaction? 
Well, we took it frotd the south part of section 5. They 
have a tank battery; Separators and what we commonly call 
"flow tanks." The oil comes in from Well no. 33 ami 
No. 34, and I believe 37. The gag and oil comes into 
the *séparavor for each well and the gas and oil is 
separated and the gas goes to the gasoline plant or for 
other use, and the oil goes to the flow tank. In reaching 
the flow tanks the pipe line department takes it, or we 


took it up at that point, at the pipe line. 


Just before you leave that, flow tanks, I want to get what 


you mean by that. We all know when we go out and see a 
well in Turner Valley that there are tanks at the well 
head. assume the oll when it comes out of the well 
and goes through the separator is put into those tanks? 
Yess 


Are those what you call flow tanks? 


' Yes. 


And from Royalite 33, 34 and 37----- 

I think 37 was one well, but I am not positive about that 
third well. But 33 and 34 I know. 

Have’ Igot it right, those three wells were operated 
separate but as a unit? 


Yes, they had a eCntral battery. 
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What is the idea of doing that? 

Well, it brings the oil and the separators at one point 
where one operator can look after a number of wells. 

It is for purposés of economy? 

Cne battery of tanks can be used by more wells and one crew 
of men can take care of more welis and reduces operating 
costs, the primary object of that is. 

So that if a sompany in that particular area had only one 
well, we would have thé same type of equipment? 

xes. 

But when they have three wells they run all three wells 
into the same equipment, is that it? 

Run it up to a common point and separate it. They have 
individual separators for each well. They do not use 
common scparators but they do use in several cases common 
flow tanks. 

That was the situation in connection with these wells you 
are. speaking of? 

Yes. 

How far is this flow tank, or are tnese flow tanks from the 
Gas & Oil Products’? plant? 

A. Little over, a mile. 

Where did the Gas & Oil Products Limited take delivery of 
that oil from the Royalite Company? 

At the tank battery. 

At the flow tanks? 

At the flow tanks, yes. 

What had to bé done in order to take delivery of that oil 
from the Royalite to Gas & Oil Products? 

Well, we had to lay 4 line from our present line to this 


point, this battery. 
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he es Oya. 
You laid your oil line right to the flow tanks, dif you? 
Yes. 
On the Royalite property? 
Yes, to the outside fire-wall. 
Where was delivery of the oil taken? 
Beg pardon? 
Where was delivery of the oi1 taken into your line? 
I did not clearly get your question there. 
At what geographical point was delivery of the oil taken 
by you from the Royalite Oil Company? 
It was taken at the battery there. 
At the flow tanks? 
At the flow tanks. 
Yes, 2 see. Wheat did the Royalite have to’do in order to 
Getivern that Oil to you, if anything? 
Well, really nothing but pump the oil. We tied up to the 
pump, to their discharge,and they pumped the oil. 
Pumped the oil from the flow tanks? 
Into our line. 
Have you any figures on what the cost of the pumping would bey 
I do not think it would be over one-fourth of a cent per 
banned, probaply. 
A quarter of a cent a barrel? 
Yes. 
bo you do that type of thing in connection with other wells, 
do you do that type of pumping? 
Yes, we instal our own pumps ordinarily. 
You instal your own pumps usually. Who installed the pump 
in this case? 
Well, we had intended to but the Ruyalite said they would 


do the pumping of the oil for ug. They had the pumps 
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sitting there and they were idle and would pump it. 

And they turned down your suggestion that yoa would pump 

it into the line yourself? 

Well, I would not say exactly they turned it down. They 
just told us they would pump it. Ido not know the exaet 
details now. 

Do I understanl you the oil was then transported in the 

Gas & Oil Products’ own line from the oil tanks to the 

Gas & Oil Products! plant? 

res", 

You im ve nea \cOnsinierable experience, Mr. Boyd, in oi] Dieie 
production work, I believe? 

I have had considerable experience, yes. 

In what fields uave you had experience? 

in the Oklahoma mielis ani the Big Take Pield of Texas, and 
the Winkler field and the Hobb field in New Mexico. 

tan viev tO VouryexpenLence there and also in furner Valley. 
and keeping in mind the particular facts we have just incay 
been discussing, would you say that in the handling 
of that oil the Royalite did anything more than a purély 
production action? 

No, I would say that was all in connection with production 
in that case, yes. 

THE CHAIRMaN: What abcut that pumping, waich 
he says is worth a quarter of a cent? 

MR. MAHAFFY: Except the pumping? 

Except the pumping, yes. 

That is all, thank you. 

MR. PLOTKINS: bin. Boyd) 18 iat not Common 


préaotice for every producer in Turner Valley to 
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L. A. Boyd. 
pump oil to the gathering lines at his own expense? 
Well, I would not say that it is common. Probably it is 
a pretty common practice. It is done in numerous cases 
but I would not say it is a commor practice. It is not 
a genecrad~practicevin oil1l\ fields »in Oklahoma orpin Mexico. 
itis quite,prevalent,. 1 willvsay that, in Turner Valley. 
In the United States is it not the general rule that the 
pipe line either furnishes the pump to the producer or 
pays the producer to pump the oil from his storage battery 
into the pipe line? 
Well, my experience in the States is pipe line companies 
in all cases furnish the pump. 
Do they pay the»producer te do the pumping. in other words, 
supply the steam for the pump end supply the labor? 
No, that is generally supplied, in many cases the pumping 
is done by the producer. The pipe line department instals 
the pump and the tank is gauged by the gauger in the 
presence;of the local operator., or whatever you want to 
call him, the pumper, and the tank is sealed and the pump 
is started and the pumper or gauger looks after the pump 
until the tank is empty. The gauger comes back and 
gauges the tank off and says "Close it." and that is the 
regular procedure in the south-west. 
“hat is the practice in Turner Valley? 
Well, it is very similar. The gauging procedure in some 
eases is a Little different than in the States. We, in: 
our case, buy oil from the Royalite; and our gauger goes 
anf checks with the Royalite gauger and not with the well 
operator. » In some cases, in thercase ofthe National Fete, 
we huy oil from -the National Petroleum No. 1 and they pump 


the oil. 


ay ; 
a 
LJ +! . = 
‘ tan -! at - 
| 7 : ; ; i tee 
: a we : 
: “wes ‘ J ; 
> . : se cS 
a; Paae 3 ray — 
; : | ‘ gute 
oS : ; | A 
Sain - : ; . : 
i ; : ee ey = A aie 
| ; ee . - € 
pine oe na : a . = 
Ce a x= = . 5 ; i ' a . 
= F a : 
: | % = 2 tet 
Co t ; Bs 3 | 
‘ : é 4 = : | 
2 é ; : | 2 
i 3 = ; : | 
5 {33 a : - 3 7 
= z Le ra . =: : 
: : i : +} . 
- : : : ie 
wa <a> e : | 
: AB oe / | 
; teem! ve - tos { 
x = at he rep - > D Fae e Bi ey a 5 
: = c By os au 
: ; é : 
ae , —- . ; 4 : ; 
| - . : ; . c : 
‘ a ee aes co 
. a5 ae wel c 
r ‘ = > : , o} z : ; 
= : a “ = Sm 
fe 2 = 2 : 
. ‘ fae 2 a 6 7 FY. A 
: ; ‘ 54 yo “2 a 5 
: 3 : ‘ a aes é i 
= ten) 3 & 
a Z a ree : Bee ; : " . 
os fea ; 3 } } 
8, i TD Bi | | ; | 
x "al : ij eo 
a m : m | | 
= . 
ei Es i | 
a. es R : ; 
i . 
; 


- Oo fF fb 


> Oo & BD & 


-13,204- 
Ge As Bovd . 


Do you supply the pump to the National Peto? 

No, they supply the pump. 

Lo you supply any of the labor , supervision of pumping? 
Not in that case. We do nothing. Just gauge the oi] in 
connection with their well operator and they agree on the 
gauge and the temperature of the oil and so forth, and 

it is all pumped out by the National Pete. 

MR. FRAWLEY: Did you conduct the negotiaticns 
for your company with the Royalite for the purchase of this 
Oides 

No, I had nothing to do with it. 

That was done in Calgary? 

tn the Calgary office. 

Was the arrangement reduced to a contract? 


i cannot téll you that, 


MR. FRAWLEY: ‘Do you know if it was, Mr. Mahaffy? 
MR. MAHAPFY: I do not know. 

MR. FRAWLEY: Jas there a contract covering thi 3? 
MR. MAHAFPFY: As far as Mr. Mayland knows, 


there is nothing in writing. The arrangements were made by 
Mr. Kemp, the secretary of the company, at 6 cents premium 
over the field price. 

MR. FRALEY; | As far as you know, was there 
any contract entered into between the companies? 

MR. MAYLAND: ners mey bs oo Lepter, bias f 
would not say for sure. 

MR. FRALEY: NOtCHhLNg more Dut o. Le vier. 

This purchasing continued day by day for a period of about 
two months I understood, and perhaps more? 

That would be hard to say, Mr. Frawley, definitely. I imagime 


two months,--prokably. 
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L. A. Boyd. 
Do you know whether the Royalite Company put through the 
6 cent charge on the basis of a servive charge or simply as 
a bonus that they were demanding from you because they 
had the oil? 
I cannot tell you a thing about it. I do not know a thing 
about that, what they based their charge on, or anything. 
You dc not know whether it was iemanded from your company 
as’ av-charge for services;.much or little, that they were 
reniering your company? 
Nove Ly Cannot tell. you. I do not know. We fellows out in 
the field, roth Royalite and ourselves, knew very little 
about it. 
YOu, havevexplainsd very well the ‘extent of the service, 
just exactly what happened physically. What I would 
like to know is what it was called between the partics 
when they were negotiating.. How about the other company? 
THE CHAIRMAN: Tunderstand the total service 
rendered was, in your opinion, only worth a quarter of a 
eent? 
I would say that. 
THE CHAIRMAN: He spoke of something before 
ani wiwant tO De Suresyousare covering all the service 
rendered to your company when you say a quarter of a cent 
is a reasonable figure. 
MR. FRAWLEY: MNS ToS iSO, .00-9, 1 Uy wor Seo ro. 
I would say it was. 
Perhaps you told ir. Mahaffy, but it cost you something 
then to get it the mile from the battery of tanks to your 
vwn property? 
Mesyeen COurse,  Weohed) tolay “the piper line, and it costs 
money to lay pipe lines. We have a gathering charvte, or 


a transportation charge in that from the tank battery to 
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our plant. 

There was some pumping, or did the pumping you speak of 

get into your wn tanks? 

No, the pumping was independent entirely of the cost of 

Day one one. piper i iie. 

But you said the pumping got it from their battery of flow 
Walixst ive Your Line. Did st set lt inte your tanks: 

Yes, it pumped it all the way. 

When you were dealing with the National Pete, or any of these 
other companies, did you take it on the seme basis. Did you 
put your own line to their battery? 

mee, We out Our ide VO Weir pump. In that particular 
ease I do not think that there is any mention made of pumping 
Dy’ either party. They did the pumping. They had the. pump 

in and they suggested we just tie up, and seeing the small 
Job Of pumping we' put 1% to their pump. 

Did you pay them anything more than the field price? 

Not that I know of. aAs far as I know it was on a gravity 
basis but there was no charges that I know of. 

as far as you know the Gas & Oil Products only pays the 
National Pete the field price? 

Yes. 

Pha“ pave them no cxtra charge [or handling or bonus.or 
premium? 

No. 

And does that so for other companies that the Gas & Oil 
Products has arrangements with? 

I do not know of any bonus or premium we are paying any other 
company. In some cases, the Model Spooner Reward No. 2, 


we installed cur pump in that case. 
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You paid that company, I presume, nothing but the field 
price? 

THe L161 orice ryeg. 

Were any of these other wells as far away as a mile? 

These other wells, we had 3 miles of pipe line. 

But whether they are near or far,-you say you paid none of 
these other companies with whom you had arrangements anything 
but the field price when you go to their own property? 

4s far as I know. I have never seen the contract and never 
eard “Or novning. “Weviseneraliy beer of it indirectly at 
times. But I do not think I can answer your question. 

Here is something you, perhaps, do not know anything about, 
but did your company take the matter of this----you felt 
that the charge was excessive, that 6 cents? 

tea 2 WOuld say tT #alc. 

And the company as a company felt it was excessive, I take it? 
Were any steps made to bring the amount of that charge to 
THe Yettention OL the Fuolic Utilities Board’? 

MR. MAHAFFY: No. 

Notrow my part. ~ Or course, E discussed it with No. hemp 

in our head office and we were all in agreement that it 

was an excessive charge, but I ¢o not know what was done 
Prom tboere on. 

MR. FRAWLEY: Ag to whether there were any 
protests. #s to whether the 6 cents was accepted by the 
company or whether it was the result of a considerable 
amount of controversy between you and the company, your 
company and the Royalite, you do not know either? 

I would not know that, no. 


MR .COMMISSIONER LIPSETT: In the case of the other two 
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companies you mentioned, Mr. Boyd, one was the Petroleum 
Gompany, was it? 

Uwe National: Petroleum. 

And what was the second? 

The odel Spooner Reward. 

In both those cases did the well-as such provide the tanks? 
Yes. 

The flow tanks? 

Yes. That is what we consider part of the production depart- 
ment and nothing to do with pipe line. In our own wells 

that we control we divide our set-up at that point. Up to 
and including the flow tanks it is production department. 

Is that the case with regard to every well in the Valle, 

as far as you know? 

AStiar asi) kiow, yes. 

In the case of these two eee in the one case they provided 
the pump? 

Yes, othe National Petroleum provided the pump. infact they 
had the pump installed. If they Imd not I would say then if 
they had not the pump instalied I would say we would presumably 
have had to instal the pump. 

In the other case you did instal the pump? 

Yes. 

But in both cases did the company do the pumping? 

Yeq, sthey) Suppiied sthespower to pump the oil. 

Being as well the service that was given in the other case 
was to actually put the oil into your gathering line? 

Yes. 

When Lt was put intowthe gathering Line did, it get to your 


refinery by gravity cr did they have to pump it all the way? 
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It was pumped. Some of the wells will come in but most of 
them have to be pumped. 

THE CHAIRMAN: Excuse me. Did Mr. Cottle make 
that enquiry, Mr. Smith? 

MR. SMITH: Yes, bub he could not find the 
other member of the Board. He may be out doing that again. 
But he could not locate Mr. Dingman. 

MR. NOTAN: There were one or two questions 
that I would like to ask Mr. soyd. Do you have an arrange- 
ment with the Model Spooner Reward and the National Pete 

Po mvekemuneiy Cijs trom. them, Mr. Boyd? 

I do not know about the National Pete now. There was a 
contract. We at least took the oil. 

You take ‘all the oil they produce? 

mou all we O11, 

What do you take? 

We take all the oil from Model Spooner Reward. 

But not all from the National Pete? 

I presume we are at the present time, but we have not for 
the last, we will say six months. we have mt got all their 
oil from the National Petroleum. 

Because you have had some other oil that you could use? 
NO. they sell, they were at one time selling to the 
Richfield Oil Company and they sell some in drums. 

You get all that is available from the National Pete? 

That is what I understand. 

And all there is in the iiodel Spooner Reward? 

Yes. 

I am informed that your company began to take from these 
three Royalkte wells, Nos. 33, 24 and 47,on the 6th of May 


of this year, would that be about right? 
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L. A. Boyd. 
A Tra t would sound reasonable. 
And that you stopped taking it on the 13th of June of this 
year? 
A Dao Row KNOW, D1 °neave not looked it up. 
approximately. “hy did you stop taking it foom them? 
A We had sufficient oil coming in at that time. We had 
accumulated enough oil. 
Q You had sufficient oil of your own at that time that you 
did not require to take any more from the Royalite, that 
eee ete Luar f 


A Yes. 


&) 


And you have not taken any more since the 13th of Jurme? 

A No, not since the 14th of June. 

Q And you won't take any more unless your own supplies fall 
short of your own requirements, that is right, is it not? 

A Well, I cannot tell you that. That is a matter of policy. 
But that would probably be right. However, that is some- 
thing I cannot very well answer. 

Q Is this storage battery, as we call it, connected with the 

Royalite gathering system? 

I canuioy tell you that. 

You do not know that? 


Oppo ioe sare ole ourTed? ander cannot tell you. 


oa Ff DD & 


Mr. Boyd, what is the difficulty about your getting a supply 
of erude. ‘why don't you connect up with some other wells 
and make contracts with them? 

A 1 cannot tell you that. That-is not in my department. 

You do not know about that? 

I do not know about that. 

Did you ever hear of the Command well No. 17 


Beg pardon? 


oO FF DD & DH 


You know Command No. 1? 
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I know where it is located, yes. 
It is a good well? 
& very good well. 
it has a large production? 
i do not know exactiy what the production is. 
Do you know whether the output of that well was offered to 
your company, or to Mr. Maylard, when that well camo into 
production? 
i do) not ‘khow, no. 
Did you ever hear that it was? 
NOt Co enor VOlmeveni; ever did. 
Mr. Reeve is the gentleman who controls that well, isn't he? 
Who? 
br. Heeve? 
Reeves. 
Is it Reeves? 
t think go. 
You know nothing about that transaction? 
{I do not know anything about any deals being offered, mo. 
You do not know whether Mr. Mayland or any of his companies, 
including Gas & 011 Products Limited, was offered the 
production from Command No. 1 wellf 
NO. f°cdid nop khow about that. 
All right, thank you. 
MR. SMITH: wr. Cottle has made that enquiry, 
Mr. Chairman, and can give you the answer. 
THE CHAT RMaN: Well, there may be some questions 
that we will want to ask Mr. Boyd, so you will please stand 
down and we will resume at two o'clock, Mr. Boyd. All right, 


Mr. Cottle. 
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F. G. Cottle. 


MR. COTTLE: In answer to Mr. Mahaffy's 
question as to the availability of information in the 
office of the Board, I have consulted with my colleague 
and 4 may say that all of the computations underlying any 
pro-ration schedule are available, and always have been 
available to any interested person. We do not pablish 
the details of the information because they are voluminous 
but we are at all times willing and have at all times been 
Willing to discuss the computation and the basis for the 
calculation of the individual allowables of the pro- 


ration schedule. 


THE CHAIRMAN: Does that answer your question? 
MR. SMITH: I think that is what you want? 
MR. MAHAFFY: Yes, that clears up that point. 


I may say we have Sieroter t information from men in tne 
field but they may have been incorrectly informed. 

THE CHAIRMAN: Whether Incorrect’ or correct, 

that is the position of the Board to-day. 

PeoivroLer rine vote OLllioe in talgary. . 1 do. not think 

any permission has been given to the men in the field or 

the field staff to release information, nor does my statement 
cover other information. That does not mean that the Board'g 
complete records and complete files are available to the 
general public er individual operator. 

MR. MAHAFFY: B11 the information that explains 
how the allowable is arrived at for any well is availablo? 


That is right. 


(At this stage the Hearing was adjourned until 2:00 PF. M.) 
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wRe FRAWLEY: I do not know what has 
happened. It was understood that ijr. Boyd would be 
finished at ¢ o”clock. There is not much I can do 
except to go down to the office and make certain that 
he understood that. He may have tion that he was 
through. 

THE CHAIRMAN: Very well. Unless 

you have some other witness. 

MRe FRAWLEY: I have another witness 
here but sir. Harvie is interested in the evidence he 
is te give and unfortunately Lr. Harvie just got word 
that his boy had been injured and took my car and has 
gone home but intends to return as soon as he can. [I 
feel like deferring calling this witness until Mr. 
Harvie has returned but in the meantime I will find 
out about Mr. Boyd. iire Mahaffy has now come in. 

MRe HAHAFFY; I am sorry I was a little 


late my Lord. iir. Kemp and I were digging out what 


. documents we could find in respect to this transaction. 


THE CHATRMAN: Yes. Now any further 
Qhestions of this witness, Mr. Boyd. 

Re MAHAFFEY; I have no further 
questions. | 

MRe FRAWLEY; No further questions. We 


will have another witness to prove these matters. 


oe & © a ® 
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LAYTON ALLEN BOYD, having 
been recalled, examined by the Chairman, said: 
Mr. Boyd, you heard sir. Cottle yesterday, did you not? 


In the ‘afternoon I think. 


FRA Bet :- 


| fac gary, Toe 
the 3g Pein ws 


eS Kee 


ed a iaaes z 


SRIF? sy -x 


dnenael jaa ss. mt 


C3 
2 


L ok -Boya 


q 


&é 


A 


You are familiar with what he said about, you are 
familiar with his formula? 

Yes. 

As to how it is arrived at? 

Yes, although we have never received the factors 

that are used. The factors are variablesas they 
relate to the total amount of oil produced in the 
field, the bottom-hole pressure and acreage and 
various other factors, particularly the amount of 

oil, the total amount of oil produced in the field and 
we have never received that in our company and we have 
never heen able to obtain that from the field rep- 
resentatives or from the Conservation Board. 

That is tc say you have not got from them the cone 
clusions that they arrived at in the application of 
this formula? 

lwo, we would have to have that and the Conservation 
Board so far as I know are the only persons who would 
have that information. 

But what I want to arrive at, have you anything to say 
as to the fommula as to its application, that you 
think would be of assistance to us? 

Well no, I do not think I would be competent to 
question the formula. 

tL” B66? 

oe fou Guink thats It would meca Go be a petroleun 
eng ineer and a geologist and his opinion would be 
worth more than mine. 

And you are neither of those? 


Neither a petroleum engineer nor a geologist. 
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Wm.Kemp 
THE CHATRwWAN; Mr. Nolan. 
Re NOLAN: Nothing, thank you. 


WILLTAM KEMP, having 
been recalled, examined by Mr. Frawley, said: 
THE CHATRMAN: Before you go on with 


this witness, iir. Nolan, what tag ends have you out- 


standing? 

Line NOLAN: None, sir. 

THE CHAIRMAN: None? 

MRe NOLAN: None. There are some 


tag ends outstanding so far as the Commission ia con- 
cerned itself but the information has been in the 


hands of tire Gottle for some time and at a eonvenient 


moment will be put in. By that I mean that ull the in- 


formation required from me has been in his hands because 


he needed it to work on during the recess but 1% 


should be formally marked and I have intended to speak 


to dire Cottle about it. 

THe CHAIRMAN: Aside from that, there 
is nothing outstanding? 

MRe NOLAN: - Noy “Deb ainkynoy and 1 
think Mir. Frawley will have found on his desk the 
letters which I wrote with certain information. 

MR. FRAWLEY: -YES8-~ 

MR. NOLAN: And you will remember 
ugain, sir, at the last moment before we adjourned, 

I did put in nearly everything which had been re~ 


quired. I took scme time, as you will remember, and 


Co 
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WeKemp 


there were a lot of kxhibits marked from material of 
mine which haa been gathered for some time. 

luRe FRAWLEY; Yese There is only 

one thing of corrse, I told Me. Nolan, when I was 
making the agenda for this Sitting that I hoped to 
have received from him any submission which his 
company chose to make with respect to either the Mel 
Oil Tax Act or any other Provincial Legislatior which 
bore upon the oil industry either by way of criticism 
or constructive suggestion to the Commission, as to 
what should be done. Now I merely give my friend 
notice that he should make that, those sutmissions at 
this Sitting or forever hold his peace and if he holds 
his peace I would not object to that either but if he 
has any statemerts to make he should make them at this 
Sitting and so long es that is understood all right. 
WwRe NOLAN: I will hold my peace if 
everybody else will hold theirs.’ 

THE CH [Ri N: ' | Yh well, we have made it 
clear that we would be very interested---- 

Re NOLAN: Oh I know. 

THt CHATRMAN; In having the views of any- 
one,refiner, picducer or anyone else it the industry, 
that will te to the advantage of the industry in any 
way and of course if we are going to have those we 
should have them at a time when they can be examined by 
one whom Mr. Frawley thinks capable of doing it. 

wiRe FRAWLEY; LI think that is the only 
other DSurden on my friend at all at this time. 


THE CHALTRWANS: jill right. 


aie 


Wm .-Kemp 


MR.e MAHAFFY: ily Lord, just one word 
perhaps as to the evidence which will be given. It 
has been suggested indirectly and it may be established 
that Gas and Oil Products, Limited wasrequired to pay a 
6 cent bonus to the Royalite in connection with crude 
oil purchases this spring bet it has not come out, I 
might say directly oll I am calling Mre Kemp for is to 
prove that that oil was bought and tmt a 6 cent 
premium was paid on it. 

THE CHATRMAN: Well I take it we will 
have evidence us tc what the designation is, whether a 
premium or a handling charge or what it is, a charge, 
and if there is corresponécsnee covering any relationship-- 
Mine FRAWLEY: lire Kemp will now state 
as a fact that it was paid. 


THE CHAIRMAN; All right. 


oeoeeeeee 
oeeoeeveene 


WLLLIAN KEMP, having been 
recalled, examined by ir. Frawley, said: 
You have been sworn before, have you, ilre Kemp? 
Yes. | 
You are the Secretary of Gas and Oil Products, Limited? 
Yes. 
And I believe there is another concern connected with 
your Company, namely the U. P- %il Company, Limited? 
Yes, that is one cf our associated companies. 
What is the relationship, I mean what is the function 
performed by the U. P. Oil Company? 
The Us fs O21 Gohan is simply an oil brokerage firm 


that is used by our offices to purchase crude at the 
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field. 

Q For Gas and Oil Products, Limited? 

A No, from all of the associated companies that we have, 

and from various other companies in the field. 

I say purchases for Gas and 0il Products, Limited? 

3 Yes. | 

Q, Now I believe that the U. P. vil Company, Limited, 
purchased crude oil from the Royalite O11 Company 
in siay and June of this year? 

A That is correct. 

Did you have something to do with the arrangement for 

the purchasing of that oil? 

ou ives treaka, 

Q and what was the price paid for that oil to the Royalite 
Oil Company? 

rp according to the invoices which we have here addressed 
to the U.- Pe. Cil Company from the Royalite Oil Company 
they are paying field price Bie 6 cents per barrel, 
according to the gravity of the oil supplied. 

e) Now is there any written contract between the two 
companies in respect to this transaction? 

fs No, not that I know of. 

Q THi CHATIMAN: jnd what is that 6 cents 
designated as when it is charged to you? 

A There is no designation at all, siry so far as the in- 
voices are concerned. It is simply, we will take this 
one invoice for instance---~ 
MR. FRAWLEY: Put one in or a whole batch of 
them, it will not sake any difference. 


WMRe HAHAFFY: Now wre Frawley, if you 
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think it advisable that they should go in they will 
have to go in but I understand these invoices have 

not yet been audited and while, if they will be of 

any assistance, we will put them in, otherwise we 
woald prefer not to. 

Mike FRAWLEY: No. The Chairman asked 
how it was designated and it seemed to me the documents 
would best show it. However we do not want them in. 
MR. MAHAPFIY: Well show the documsnt to 
the Chairman. 

(Witness hands document to the Chairman). 

THe CHATiwaN: Well the invoices which 
you have shown to us merely discloses that there is a 
charge to you, without distinguishing between the 

price of oil, handling Scvenrinine else? 

Thats TeoPienty’; pins 

Mike MAHAFFY: lire Kemp, you say there 
was, I do not know that it is necessary for me to 

ask this question, I didnot want to ask him questions 
concerning this and then have your Lordship suggest 


I should produce the document, there is in fact no 


written contract vetween the companies with respect to 


this “transaction? 

Noe 

The arrangement was made verbally between you and 
some official of the Royalite Oil Company? 

lure Lia@leod, yes. 

THE CHALTHiN; By this witness? 
Myself and tir. Jones. 


THe CHA Thaw Ns All right, what 


t= 


ae) 
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arrangement did you make? 

A My rrecollection of that is, sir, that we were, we re- 
quired some crude for Gas and Oil Products plant in 
the Valley and we, at least iir. Jones and myself, 
went over to see Mr. Macleod and endeavoured to pur-= 
Chase some crude from him and to arrange for the 
price of it. 

GQ Yes? 

da And iir. iiacleod said he could supply us with the crude 
at the same price that he was supplying other parties 
in the field and mentioned the field price plus 6 cents 
a barrel. 

Q, Yes, and any discussion as to what that 6 cents was for? 

No, I ¢annot recall.any discussion that we had on that 

particular phase of it. 

The field price plus 6 cents? 

A Yese 

o That is what you are buying it for? 

J Yes, and if I remember correctly iir. siacleod mentioned 
the Becker Oil Company at that time; apparently they 
were supplying them at that same price. 

Q WRe iAHAPFY: Why were you going to the 
Royalite for crude oil at that time, lire hemp? 

That seemed to us to be the only source that we could 
purchase any of this oil. 

Q Was tke oil required at that time in your refinery 
operations? 

Li YeSe 
bike MAHAFFY: That is all, thank you. 


THE CHA TRiiaWs I suppose it all comes 
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back to, your allowable, why did you not store up oil 


so you did not need ipebuyy 1b. 


MR. MWHAFFY: Theat is the whole point, 
sir. 

THE CHATRMAN: What doés the witness 
Boye | 

WITNESS: It seems to me that we 


had no other source of supply.» The wells which we 
had, that we could get crude from did not supply us 
enough for our requirements and we had to purchase it 
from outsides 

THE CHAIRMAN Were the wells in- 
capable of producing the oil or what wes it? 

We were taking all that we could get from the wells 
under the orders of the Conservation Board. 

MRe FRAWLEY: lirs Kemp, when you 

had your dis¢ussion with Mr» ifacleod did you not 


query the 6 cents and ask him what that was for? 


No, I am afraid I did not at that time, Mr. Frawley. 


{nd nothing passed between you at all as to whether 
it was a straight addition tc the price by way of 
bonus, profit. or ia charge? 


No, the only comment which was made so far as that is 


eoncerned was that that was the lowest price they 
would sell it at to ws ‘and we could do nothing else 


put purshase it ‘at that price. 


Well in the absence of ‘any discussion, was the im- 
pression left with you that it was just an addition 
to the price that for some sufficient reason, 


igre Macleod was making? 


ry 
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bi I cannot recall any direct discussion on that 


question at all at the time. 

Q Did ire Macleod realize you were running your lines 
right through his, to the flow tank cf his well? 

a That question was also discussed as to where we could 
take the snpply from and I think it was, at least it 
was Cecided at that time that the most convenient 
place would be from the tank farm on Section 5. I 
think Royalite #%, 34 and 37 are all connected with 
that farm. 

Q Sc that would it be fair for me to assume then, you 
sce the question is raised as to why you did not re- 
fer cae Matter to the Public Utilities Board or dis- 
cuss the propriety of the 6 cent charge with the 
Public Utilities Board. We were told this morning 


your company did not do that; your company did not ¢o 


that? 
Zs Nos. 
Q Perhaps it is quite wrong to make that suggestion to 


you, that this was not a service churge at all, and if 
this was not a service charge it was not something that 
the Utilities Board could possibly be concerned with, 
what do you think avout that, was it a bonus or was it 
& service charge? 

4 Well so far as we were concerned we were simply trying 
to purchase oil and if a man states a price, states @ 
certain price for that oil that they want for it then 
we have to pay it and that is the attitude which we 


took on that. I that was their price that was all we 
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could do, was to buy it at that price. 

Q Let us be clear, if Mr. Wacleod said "My price is the 
field price and we are going to charge you 6 cents 
for handling it", I suggest to you it was not all that 
you could do, you could go to the Utilities Bourd? 

Re MUHAPERY : IL do not want to in- 
terrupt but I do not think my learned friend should 
put the question to the witness in that way because 
personally I do not think that we could go to the 
Utilities Board. 

MR. FRAWLEY: No, because I aa getting 
the impression that it was not a service charge. 

MRe iwWAHAFFY : Even if it was a service 
Gharge I do not think we could go to the Utilities 
Board. 

MRe FRAWLEY: Perhaps we need not 
reach that. 

Q WRe FRAWLEY: But “Es “Lt oeOper Lor whe 
Commission to gather from what evidence you can give 
us, that it was not a service charge but it was a 
prenium or bonus that the Royalite was adding to the 
price? 

A That is my impression. 

C, Speaking for myself that is certainly my impression 


ti 


also? 


Yese 


That being so, then you say you had nothing to do with 
it but accept it? 


That is all. 


wight I see the invoice please, oh I see, well then 


this simply says, reading one of the invoices of the 
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Koyalite nal Company | abt of dune, 1949, to U. P. 
Oil Company, Limited, to Crude O11 yan nade 
Slst Way, 1939, Royalite 57, 670 barrels, Turner 
Valley crude oil, gravity 43 at G1.26, $853.02, run 
ticket No. 119; now to save me the trouble of looking 
at the posted price as of the date of this invoice, 
would we find that the posted field price for 43 
gravity was 41.20? 

di $1.20. 

*) It is obvious it is just a price and not an added 
service charge at all? 

Q iad OR LIPSETT ; Mr. Frawley, can you 
check that with reference to the other field prices. 
There are four prices in the invoices altogether, one, 
39 gravity at gl.18; one 41 gravity at g1-22; one, 42 
gravity at $1.24 am ihe other’ one 43 gravity at $1.26, 
are each of those 6 cents more than the posted field 
price? 

WITNESS: The copy of the posted 
fielu price which TI have before me, sir, shows, com-~ 
mencing with 40 gravity at $1.14. Have we any 40 
gravities? 

WAJOk LIPSHTT: No, you have one at 39, 
one at 42 and one at 43. 

Lh Well give me what you have there, lr. Frawley. 

Q biRe FRAWLEY: 43? 

A The posted field price for that is g1.20. 

Q 42°? 

J 42 at G1.18. 
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W-Kemp OL Os ome 

Q 41° 

f\ 41 at $1.16. 

ch wmAJUR LIPSETT: Then the other is 39? 
b iy price list does not give 39 gravity. It stops at 


40 but with the 2 cent spread--~- 
Oh WRe FRAWLEY: You are satisfied that 
these are your invoices and that in each case the 


posted field price has added to it 6 cents? 


di 6 cents. 

Q, find the invoices are made cut in that way? 

a Yes. 

Q Now is there any other correspondence passing between 


you evidencing the contract or your arrangement between 
you and the company? 

i None et all. It was all verbal. 

Q The U. P. Oil Company bought it from the Koyalite O11 
Company. You spoke about a brokerage arr:ingement. I 
suppose the oil was the property of the Ue P. Oil 


Company, and they again sold it te Gas and Gil Products, 


Limited? 

A Yess 

Q. Nade out its own invoice to Gas ard Oil Products, and 
sold it? 

i Yess 

GQ &t perhaps some increase in price? 

A There is a small handling charge on that. 
TH Chy, LRiaAN ; Any further questions? 
whe NOLAN: Wo, thank you. 


MR. FRAWLEY: That is all. 
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MR. iiHAFFY: That, my Lord, is all the 
evidence I want to bring before you in connection with 
the crude price. Perhaps it would not ve out of place 
for me to say just a few words, to summarize our con+ 


tention with respect to this particular matter. 


THA CHATRwaN: The crude matter? 
MRe MAHAFFY: Yese 
THA CHATHAAN: Oh I see no objection. I 


Buppose other counsel would like to know your view if 

you wish to argue it now. 

BRe PAHOFFC: IT am not just fully familiar 
with the procedure which you are adopting. If the Com- 
fission wants to close up this point now I can summarize 
very briefly the points we are making. 

THE CHATRaia N 9 We eannot close it out nowe 
We gan close out what your witnesses had to say about it 
now but there will be a lot more to be said about crude 
before we finish so it is your pleasure entirely. 

MRe iiAHAFFY: I will just say this at this 
stage, Sire There seemed to me yesterday and-=--= 

THE CHAIRMAN: We hope tc hear you some 
time of course. 

luke MAHAFFEY: Yes.» Well I would like to 
summarize the thing at some stage of the proceedings but 

I would like to clear up one point, on which I may be 
wrong, it may have been misinterpreted and I think per- 
haps it was; there has been a suggestion made at different 
times that we should have gone or could have gone to the 


Utilities Bpard in connestion with this 6 cent charge 
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and it seems to me that possibly My. Frawley, and I am 
not sure but what perkaps my Lord and ir. Commissioner 
may have perhaps been under the same misapprenhension 
or they may not have been. 

THE CHA Thu: I do not know where I ect 


it but presently I definitely had the impression that 


this 6 cents was a charge as a pumping or handling charge 


or both? 

MRe FRAWLEY: By a company which has 
been made au Public Utility. 

THE CHATHn AN: Yes. 

tite FRAWLEY: Lf J might interrupt you, 
Mre isahaffy, £ am inclined to think, just my own view 
at the moment, after looking at these invoices, that it 
is a matter which does not concern the Public Utilities 
Board ay awe: Lt" se Just Hed extra price you are 
being charged. 

MRse mAHAFFY: Well there may be some 
confusion. Your Lordship remembers when it arose last 
spring I made application to you to hear further 
evidence with respect to the pipeline charge, suggests 
ing that it should be divided between the gathering 
system and the pipeline proper. Now as I say, I may be 
wrong but I want to make it clear, that particular 
point has nothing whatsoever to do with the point we 


are now discussing, that application-+-- 


THE CHALTRuial : Js it now appears. 
MRe MAHAPEY: Yes. 
THe CHATRwWAN: Yes, I understand. 


MR. WAHAFFY: But that@---- 
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THE CHATRaal ; You say even if it was 

& pumping or handling charge it has nothing to do with 
transportation anyway. 

WRe iAHAFFY: That is right, sir but 
that other point was in cases where we had surplus oil 
of our own and we wanted to get it into Calgary over the 
pipeline and then I suggested that it would be proper 

to divide the gathering charge and the pipeline charge. 
Now this point is entirely different. This is where we 


are purchasing oil and getting it. 


THE CHa TRMsN: Oh certainly. You says+-- 
MRe MAHAFFY: At the field price? 
THE CHa Thi’ : You say the 6 cents is 


only of interest to us because you say this is one of 
the iniquities of the working out of the present con- 


servation system. 


Mike iwWAHAFFY: That 1s right. 
THE CHA TRicAN: Under the present system. 
MRe MAHAFFY: That is right. I see IL 


need not have mentioned it but I thought there was some 
confusion between the other angle and this one. 

THE CHaALTRuAN: ~ Oh noe Now with regard 

to your summary, we will always be glad to hear it, but 
I just wonder as to the appropriate time. You would 
want to be heard after all the evidence of production 
is in, all the evidence touching on conservation and 
all the evidence touching upon anything that interests 
you but if on the other hand you want to tlake a summary 
now and go away and forget it, why all right, unless lir. 


Frawley has a witness waiting we will Le glad to hear you. 
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* Ws Zeon 
Re FRAWLEY: < have a witness waite 
ing. 
THE CHALTRMAN: You have? 
bike FRAWLiY:; I have, but there is 


this other matter, in courtesy to Mr. Harvie I would 
te inclined to defer this other witness until Mr. 
Harvie can be heree He iS coming right back. However, 
I would like to hear Mr. tiahaffy's even if it is only 


filling up the time we have. 


THE CHaliuisN: ALL right. 
bike cAHAFFY;: iD am, not inv any hurry. pix, 
THE CHATRWAN; You will be speaking pre- 


maturely, that is ail. 
MARe MAHAPEY: I would be inclined to wait 


if there is to be a time set aside for putting in argument. 


THE CHAIRMAN: There ia to bee 
MRe FRAWLEY: Yes, I am afraid there ia. 
MRe tiAHAFFY: Then I would prefer to 


wait until that time. 
THE CHATRiuWN: Unless we change our minds 


we propose to allocate at least ten days to hearing 


counsel. 

MRe FRAWLEY: HOw La Ghee Dy. Day ad Lsesre 
piRe rAHAFEY: YeSe 

THH CHATRMAN; We certainly want tc hear 
youe 

Re MAHAFFEY: Well it is just this one 


particular point. 


THE CHALRMAN : Now I want to be clear on 


this one thing before you leave, ir. Mahaffy, and you, 
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iY. Frawley, with regard to the gas-cap.e Now as I under= 
Stand it, it is anticipated, aa ur. Smith suggests, that 
the Board will do that which they have in mind at the 
time that they state in their notice, namely, the 25th of 
September, whether they appcint someone else to act in 
the meantime or not. 

hire FRAWLEY: Yes and they will hear 
representations and so on so as to enable them to do what 
they suggest. 

THE CHALTKinAN Then we should try and find 
out when iure Miahaffy is to bring his witnesses here if he 
has occasion to. 

ihe FRAWLEY: Here? 

THE CHAIRMAN: ; Before use We have said we 
will give him a Hearing. Well now, supposing nothing is 


Gone on the 25th of september, what is your understanding? 


(Go to number 14,251) 
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MR. FRAWLEY: My vicw is this that -- 
THs CHATHMAN: ne GO not want to Leave 


tTHAS in the ai 


i4 
ky 
° 


MR. PRAVLEY: it On the 25th of Sentam- 


the submissions Mr. hiahaffy will make to them thet is an 


f it is not in conformity then I understand 


is 
Qu 
O 
La) 
bh 
ct 
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culty of Mr. Cottle'ts absence. I think even though it 

will be an order made by the hand of some person other 
than Mr. Cottle - well I do not want to bdecome too in- 

volved in this beceuse I am not actine for the Conserv- 
Ntien Board, that is Mr. smith's nroblem. 


TH CHATRHAN: what I am wondering now is 


THE CHADRMAN : Are you calling cny witness 
on the general subject of Conservation? You scy its ef- 
fect is to cost us six cents. But gre you scying what is 
wrong with it and what is the right vay to go on with it* 
Aré you calling anyone to assist us? Have you any sug- 
gestions to make ebout it. It is sll very weil to say, 

t All that is wrong and it cost me six cents,” but are 
you calling anyone to say what is the right way to go at 
it consistent with good engineering practice and perhaps 


with the equities ettaching to divided ownership in the 


pool, 
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MR, MAHAFFY: Well ,Sir, insofar as the 
crude is concerned our arguments will be as presently 
advised, that the Commission should simply recommend to 
the Government that the Board if it has not got the power 
that it be given the pover and if it has the power that 

it exercise it to see that during a restricted period of 
production that each purchaser of crude for the amount 
nominated is entitled to set that crude at the field price. 
Now that so far is a fairly simple ynroposition I think. 

THE CHA TRMAN : HOU-neve heard Mr. Cottie 


say that at once that would work into bad engineering 
habits, 

MR. MANAPTY: He seid, My Lord, that: it 
would be bad engineering practice to allow one well to 
produce more than a similar well in the neighborhood or 

im ihe tieid bat IT heave no?y @one that far yet. All 1 am 
seying is to let them put in their plan the way it is on 
the erude that if they do then let them carry their equity 


right down the line and see to it that we get our crude at 


the field price without any bonus. 
MER. COMMISSION: R LIPSET TT: When you say the fleld price, 


Mr. Mahaffy, who do you suggest should fix that field price. 


at 


MR. MAHAPFY: Vell Iam speaking on the 


assumption that it is fixed as now and as you gentlemen 


know it is fixed by the Imperial Oil Company. 


MR. COMMISSIONS R. LIPSurts Your view is that even if 


you could produce crude oil yourselves et SL.00 per pDarnrel 


that if you were to get extra oil owing to the Conservation 
rules that you should pay or would ve willing to pay iy DSO \ 6 

fe 
MR. MAHAFFY : My argument would be, Sir, 


first of all I may be a little out of date but yesterday 
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and today was the first time I ever heard it said that 
the Conservation Board will allow storages. “In fact 

my impression always was and I have heard it said on 
more than one occasion that they were absolutely against 
eee 

THH CHATRMA™: They will allew it if you 
have enough wells to produce it on your allowable. 

WR. FRAWLEY : But they won't allow you 
to produce and store when the other fellow is pro-rated 


under the Roards allowable. 


MR. MAHAPFFY: 1 realize thet.,: 2 think 


oP 6B 
this storage situation is, as IT now understand it,. that 


that is probably going to get rid of quite a few diffi- 


Dp 


culties we have been having in the past. Insofar as 
thie *ourer pOlnt 16 concerned That you mentioned, Sir, 
r think “hav perhaps my clicnis would feel that as iong 


as they knew that someone had additional sunplies that 


oe 


they might require from time to time and could be pur- 
chased at the field price they would be satisfied and 


fTithink Go woud be’ fairy to all concerned, 


THE CHATRMAN: How do you suggest that 


could be arranged? How 


MR. MAHAPTY: Simply that the Board, 


the Conservation Board if it has the power now should 


ao Gh engage it mas not that at should: be given cus 


power, GO) say -~ 


TH CHATAMAN: To say what somebody else 


Shall sell! their property for’ 


MR. PRAWLIY: Yes and to fiz urices”’ 
MR. MAHAFFY: Yes, In other words - if 


the Conservation Board say, “ Here it is only equitable 


that you should cut dovm your well to one half of what 
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it is capable of producing efficiently, " that they 
Should also say to us, "You are entitled to buy that 
oil from the other man over here at the field price 
provided you take delivery at his well.” 
MR. COMMISSION'R LIPSETT: That in this xsd is 
his own price? 
MR. MAHAFFY: It is his Own priser you 


Soe, bir, We Must be Fair atout it. It ts liable to 
work both ways for we may have a surplus next winter 
that we want to turn into the pipe line and naturally 


we would expect the field price. 


TH CHAIRMAN: From Whom? 

Mr. MATAPTY: From the Pipeline Company. 
MR, FRAWLEY: from some purchaser? 

MR. MAHAIPY : From who ever buys it 


trom the Pipeline Company. 

THE CHATRMAN: Mr. Mahaffy, you are saying 
when you are short of oil the Board should compel someone 
to sell it to you and when you have a surplus they should 
compel someone to buy it from you, at the field price 

in both cases? 

MR. MAHAFFY: No Tf am suggesting when we 

have a surplus that we shall sell.it at the field price. 


That is the fixed medium of exchange. 


TH CHAIRMAN: Tf you have a purchaser 


yOu @6n sell itt 


MR. MAHAFFEY: If we have a purchaser. 


THE CHAIRMAN: The Board says and i am 
Buveing it to you trom that point of view, the Board 


says, " Certainly you can get all the oil you want and 
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store it just as much as you like as long as you can 
either get it from your om well, within your allowable, 
or you can buy it somewhere else. But we are not enter- 
ing into commerce. ‘/e are not saying what you can buy 
it for or what you have to sell it for." That is their 
position, They say, “" It is no part of Conservation 

to fo out and buy oil for other people at a price.” You 
say, “You are preventing me getting all the oil IT cen 
from my well and therefore you should be concerned with 
the technique that I set sufficient." The Board answers, 
" Drill more welis and you will be all right there." 

MARe MAHAVTEY; It won't make any difference, 


not one bit of difference. 


THE CHATRMAN: Why? 
MR. MAHAPFY: "For the simple reason. they 


are restricting production to the market. But how do they 
get the market? 

THS CHAIRMAN: You would store then wouldn't 
you? Could not you store? 

Ma, MAHAPTY: This is the way it works. 
They go to Mr. Nolan's client and say, ™ How much oil do 
you need next month?" and he says one hundred thousand 
barrels They come to us and say, how much oil do you need 
and we say fifty thousand barrels, and so on and then they 
determine how many, they make some adjustment as Mr. Cottle 


® = c. rent nate 
soys in their exnerience being necessary and they determine 


sa) 


how much oil is to be produced. Now then we have put in 
nomination for fifty thousand barrels. On the basis of that 
they are allowing the field to produce enough so that we can 


eet the fifty thousand barrels but the well with which we 


have a direct contract only produced thirty thousand barrels 
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so naturally we are twenty thousand barrels short of our 
requirements. Now the first important thing to note is 
that that allowable has not been fixed on any principle 


of Conservation. It has been fixed on the market require- 


ments. 
MR. FRAWLEY : Having due regard to Conserv- 


ation needs? 


MR. MAHAFFY: NO. 
MR. FPRAWLiNY : Oh yes? 
MR. MAHAFFY: It is pro-rated having due 


regard to Conservation needs but the amount is fixed on 

one principle and one principle only and that is to markets. 
There is no question about that. 

Ma. FRAYVLEY: Perhaps we are both talking 
about the same thing. If the total of these nominations 
wes five hundred thousand PeEreLe for the month and tHe 
Board came to the conclusion that the field could not eff- 
iciently produce five hundred thousand barrels -- 

MR. MAHAFPTPY: They have not got to that 
point yet. assuming present conditions. 

MR, FRAVL GY: Tey is all Sienv 


MR. MAHAPFY: They fix what the field should 


produce on no consideration other than markets. I think that 


is abundently clear. 


MR. COMMISSION“R LIPS#ET: Ts it not only because the 
market is away below proper engineering practic-3? 

MR. MAHAPPY: net Le rene. 

MR. COMMISSION'R LIPSET They only fix according to 
market as I understand it because the Conservation limit 


is away above what any market requirements have been up to 
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MR. MAHAFFY: That is right, but they do 
fix it on the besis of the market and the market is what 
all the prospective purchasers will need. It is so that 
part of the basis is the fact that gas and oil products 
says, "Now we want fifty thousand harness 

THE CHAIRMAN: You say they have in mind 


ths market when they make up their allowable. 


MR. MAHAFFY: Thats LYIients 
THE CHAIRMAN: And they should see to it 


that the oil which they have allowed to be produced on 

the assumption that it is required by the market reaches 
that market. 

MR. MAHAPFY: Reaches that market.’ «Our 
wells on that pro-rated amount are only giving us thirty 
thousand barrels and we are left twenty thousand barrels 
short. Now if that is in the interests of the field as 
aiwniolerand of the individual operators in the field ‘and 
Ofethe public that tnat Tileld should be pro-rated to market 
then bats onivyreaivvinatothne Government or the: Board or 
somebody and personally I think the Board can do it should 
see to it that we get that twenty thousand barrels at the 
field price. If they are not prepared to do that then they 
should allow our wells to produce as much as we want them 


to produce providing we do not exceed the efficient Tange. 


T have probably said most of my argument now. That is all 


I can say. 


THE CHATRMMAN: You say within the efficient 
range of the well and that is all right but tt ds not ef- 


ficient for the pool unless you pul: from ell other wells at 


the same time and ratably you will disturb the equilibrium 
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of the whole pool. That is the contention against it. 

I do not say that is right but thet is the contention. 
MR. MAHAFFY: I em nut prepared to say 
thet is wrong, Sir, but I do BAY Chat it’ lteter fair to 
ask us to benefit the general Doolin that wey then, it 

is taiy cor sus to ask that we get our oil at the fiele 
price. 

MR» PRATILNY.: Excepting if some service 
is done and then you are prepared to pay for that. 

MR. MAHAPFY: ae teTe Truss, “Li Ay hes 16 
be transported ten or twelve miles -- 

THE: CHATRMAN ; We will assume thet you are 
NOta producer at all, ter the nurposes of this argument. 
You Neve mothing to ado With wells. You are a refiner. 
MR. FRAWERY: That is what he is as a 
matter .of fact. 

TH! CHATRMAN : You want oil. You want a 
sunply for your refinery. You say the Conservation Board 
has predicated allowable throughOut this producing field 
on the basis of my requirements and why cannot I get it? 
That ahs wien 76 ot OG: 


MR. MAHAFFY: Tia als, oe Uy Le 


THE CHATRMAN: As the Conservation Board says, 


ell as far ne we are concerned we have allowed plenty to 
be produced for you to get it but in order for you to get 
ity the volume is there, the oil ds there, but you have to 
make a contract with the owner." 

MR. FRAWLAY : Oi s number of contracts, 
for whatever you like% 


THE CHAIRMAN: Quite so, a number of contracts. 
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But perhans he does not want to sell it? "We have told 
him how much he can nroduce but nerrkaps he does not 

want to sell it. It is there for you. This field has 
produced it but in order for you to get it you have to 

go into the field of commerce and buy it.’ That is whet 
they say. We have no views about this. I am OULTINe 2s 
to you so that you will make such answer as you can. 

MR. MAHAPFY: The answer to that I would 
say is that this Commission is interested to see, EF sub- 
mit, that there is no undue enhancement of prices vhich 
is unfair and which re-acts to the detriment of the pub- 
lic ur to some of these smaller refineries. 

THE CHATRMAN: Guite so. But how do we go 
about that. Supposing we were prepared to say, "We think 
there is something wrong about this whole method of Con- 
servation, “ eall it what you will, "What should we ree 
commend?” confiscation of the oil from people who do not 
want to sell it or what? 

MR. MAHAFFY: Et can be done, to my mind, 
in a very simple way and that is that so long as pro-ration 


refinery requir- 


is in. force as we now understand it that a 


ing supplies in the field is entitled to buy at field prices. 


THe CHATRM AN: From whom? 

WR. MAHAPFFY: Plus any proper hendling charges. 
TH? CHAIRMAN ; From whom? 

MR. MAHATFY: From anybody who has it for 

sale. 


TH) CHAIRMAN How does that help you? 


MR. MAHAFFY ;: TY 40 Be mot Tor, See, Ole , 


then we go back to the Board and say more oil should be 


allowed to be produced. If we had gone to the Royalite 
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last spring end they had said, "We have not any oil to 


Ss 


sell, " -- 
THE CHAIRMAN : Et could be said that the 
Royalite has most of the oil and does not want to deal with 
you at all. "I do not want to sell my eas and énat ven prop- 
erty thet I have reduced inte possession, I do not want to 
sell that to Mayland; “ what ther? 
MR. MAHATPY: Then the field allowable 

- has got up and up until our réduirémetits ate met. If the 
‘Royalite t lls the Conservation Board, "’e need one million 
barrels of oil per month instead of one huhdred thousand ,* 
the alloveble of the field has Sot to'eO up because the Con- 
servation Board until they reach the extreme limit of the 
range whey soueak ory thal eificient range, has sald that 
they are prenared to allow the pool to produce as much as 
is required. 
THE CHATHRM AN: That is all wery simple but 
they come back and say at once what you are ~roposing is 
to ‘ereate a ereat surplus of oi] in that field. The result 
would be that some can sell and some cannot and there will 
Hove rere ol. Withdre wails ond the ceullibrium of the fisid 


would be gone. “ie cannot allow that. ‘That is bad engineer- 


MR. MAHAFFY: That woulé be something. that 


would be entirely up to the Roy~lite Gil Company, if they 
Wantea tO restrict the flow or their wells. Here is how 


it would work, if I may put it this way. Supposing a thing 


ag 


erose as you have mentioned and the Royalite refused to 


Sell their o1l to other refiners and the other refiners 


required more oil than they could get irom their contract 
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wells, the only place to get it is from the Royalite 

Oil Company but the Royalite Oil Gompany say we won't 
sell. The others then go back to the Conservation Board 
and ask for an increase in the field allowable suffic- 
ient for them to get their requirements and the Board 
would allow that if it did not exceed the efficient 

range. Then Royalite could do one or two things. 

TH CHATRMAN: They are vray above the 
market now. 

MR. MAHAPPY : They are way above the 
market. The refiners other than the Royalite are at the 
market. The Royalite is aWay above the market as your 
Lordship says. The Royalite can then do one of two things. 
iney Can. ieke their oil from the ground and store it or 
they can leave the oil in the wround and take their chance 
tien whey are WoL foiling to get their fair share out of The 
pool. If they wint to act in that way those are the two 


things they can do. 


THA CHAIRMAN: Do you think that is practe- 
icable, 
MR. MAHAPFFY: No. ao not think thet. 2s 


practicable at all and I do not think the Royalite Company 


would do that. 
THE CHAIRMAN: Don't you think it is an abe 
solute absurdity that you would have to raise the allow- 

ables so high and disregard the actual market demands and 


the Royalite would rotain sll its oil and whet was left 


would provide enough for your purposes. 


MR. MAHAFFY: Tt do not think that would 


ever hanpen. JI do not think the Royalite would be so 


fooLicsh. 
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F. Ge. Cottle 
THE CHAIRMAN: Do you think it would be 
absurd if it did happen? Do you think we should recommend 


it as an alternative? 


MR. MAHAFFY: ft do not say that, Sir. 
THE CHATRM AN: What do you say that we 


should recommend. 
MR. MAHAPFFY: ie do say it it fete be 
acknowledged as a fair proposition that the fields allow- 
able is to be restricted to market requirements then that 
field allowable should be made available to the parties 
who require it to supply th: merket ate the Pisld’ prics: plus 
proper handling charges. 
MR. FRALEY : You see it was at that 
stage of our discussion many months ago thet Mr. Nolan 
made his statement to which we have so often referred be- 
cause of the very things Mr. Mahaffy is now mentioning, 
the consequences arising out of the Conservation Board 
pro-rating to market. It was because I put the illustratim 
of the Standard Oil Company coming here for instance and 
wenmtinge021L,+widlyithey get it or mer they not, or must we 
go on increasing this allowable up to absurd heights beyond 
~. the market at all and. to make the thing-sensible the Royalite 
Company said we stand ready to sell our oil to everybody who 
Wents it at.the. field, price plus: any handling charge. There 
has been some departure, not from the undertaking but a de - 
parture from that practice from the Royelite.) Perhaps. for 
a very good reason. I was struck this morning With Mr. Nolan's 
cross examination that this company took the oil from the 
Royalite for two or three weeks when it suited them to take 
it and when they saw fit to go elsewhere they went else- 


where. TI do not know but perhaps Mr. Nolan will make an 
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explanation in due course but it does seem to me that 
they charged this extra because these people were making 
a convenience of them. I am not saying that in any sini- 
ster way at all. They had to get their oil. But that 
is why there was departure from what Mr. Nolan told us 
here. All Mr. Nolan said was, "We will supply our oil 
when we do not need it ourselves at the posted field 
price plus proper handling charges," and we put the 

- handling charges into the hands of the Utilities Board. 
Now they come along and say in this particular instance and 
for this particular short time and whenever that situation 
arises that they want to use us as an accommodation we 
will charge them more. I suggest we reduce it to its proper 
proportions. We have that fundamentat undertiiking by the 
company that they;will sell at the posted field price but 
if an extraordinary situation arises they may feel that 
they’ shouldeaddiisomething to the field prices Ev°am try- 
ing to get it away from the Conservation Board. I say 
without that undertaking of course it would be an im- 
possible situation but with that undertaking of the man 
who has always lots of oil to sell that he will sell it 
then I say there is no practical difficulty. 
MR. COMMISSIONER LIPSETT: Is there not a difficulty 


or possibly some confusion as to what is the meaning of 


handling charges.’ If it is the handling charges connected 


with the gathering line or the pipeline system I under- 
stand that is within the Public Utilities Boavt jurisdiction. 


MR. FRAWLEY: That is what it means I think. 
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MR. COMM ISSIUNER LIPSETT ; ft is not this handling 
charge at the well before it reaches the gathering 
system as is suggested in this case. If the question 
of the handling charge is open does it not mean that «© 
seller under the name of a handling charge could as¢ess 
any charge he thinks right and make, in other words, the 


price he is selling at higher. 


MR. FRAWLEY: This company simply says it 
is not a handling charge, it is a bonus, a premium. “We 


have simply askec more for our oil." It does not come 


under handling charges at all. I think what Mr. Nolan 
meant was the posted field price plus the handling charge 


and we have the Board dealing with the handling charge. 


MR. COMMISSIONER LIPSETT: That i8 if 1% is in, the 
pipeline. 
MR. FRAWLEY: That Priumis Up until 2b is 


at the well head, It is still a public utility. 

MR. COMMISSIONER LIPSETT: Only to the well tanks as 
IT understand it because if you take the case of other 
wells clearly the pipeline does not include the tank 


of any independent well. 

MR. PRAVLEY.: No. We get down to a 
matter of a few feet of pipe or a few valves. Suppos- 
ing Mr. Nolen ran his pipe right to, the: weil and took 


4t cff as it came out of the ground and that is what 


he nractiéally did, he took it from the convenient 
place where it is put when it comes from the well. For :ll 


practical pnurposes he took it from the well. 
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MR. COMMISSION™R LIPSETT: You mean that is what 
Mr. Mayland did? | 

MR. FRAWLEY: . Yes in that pertioular 
instance. ET do not think the Imperial is quibbling 
about it. That wes not a handling charge at all. It 
was something I think quite properly, probably, added 
to the price under those conditions. 

MR, COMMISSION"R LIPSETT: If it/)1s not a handling 
charge or something like that how does it come in 
under the undertaking that they can get it at the 
field price less the handling charge? 

MR. FRAWLEY: Thet is not a breach of 
Mr. Nolan's undertaking in the least. 

MR. NOLAN: Whon FT gneve the under- 
taking there had been no evidence of any request at 
all from Mr. Mayland. 

MR. MABAFFY: This came in after you 
gave your undertaking? 

MR. NOLAN: Yes. 

MR. MAHAPTY: So it was not considered 
at that time. 

MR. NOLAN: What I was doing at the 
time was satisfying the Commission as to what would 
happen an independent refinery at this ena of the 
pipsline. ‘hen I mentioned the three factors, the 

field price, transportation charges and handling charges 
I am bound to say what I was talking about was the handl- 
ing done here at this end of the pipeline. That was what 
we were thinking about at the time. 

MR. COMMISSION™R LIPSHIT: I think that must have been 
su because, speaking entirely from memory, I think you 


said you meant by that the pipeline charges and the 
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handling charges as finally fixed, however they were 
Pixad, 

MA. NOLAN; Because he Commission 

put it to me directly, ‘then you say handling charge 

or transportation charge do you mean that handling 

charge or transportation charge fixed by a regulatory 

body or do you mean a handline charge and a transport- 
ation charge in existence and fixed by yourselves?" 

That was put to me and I came again and said thet was 

the transportation charge or the handling charge fixed 

by a reeulatory body irresnective of the amount. Is 

that not your memory of it? 

THY GHATREANS Oh yes. 

MA. COMMISSIONUR LIPSart: It may be Turner Valley 

Wes NOUNOT thought of at the tine that undertaking 

Was made. [Et was not in anybody's mind. 

MR. NOLAN: Nut in mine certainly, 

I can assure you of that. 

MEY PRAWDEY? ould it be unfair because it 
these practical things that will help to clear up these 
di-ficulties to ask the Imperial what they will do to 
people who want to take oil not in Galeary but in Turner 
Valley and at different places in Turner Valley. Let us 
be clear about it. Because otherwise we have this ridic- 
ulous situation that Your Lordshin was discussing with 
Myr. Meahaffy and I think we should get at what is likely 
to happen. Let us get within the realm of fact. The 
Royalite must be prepared to have customers in the Valley. 
re they prepared to do with customers in the Valley's 
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encouraged by Mr. Mahaffy's statement that that will 
satisfy his client. He says, "If we.can get our cil 
at the field price a good many of these complaints 
which we know are difficult in the doing of these things 
we are not concerned with ve are principally coneurned 
with getting our oil without having to pay some penalty 
for it, whatever might be the cause of this situation. 
We Went, c@ Keow We Gan get cur oil, " and thet is all 
Mr. Mahaffy is bothering about. If the people who ordin- 
arily have the oil to sell can tell Mr. Mahaffy now what 
he has to expect. As Mr. Nolan very properly says this 
situation was not presented to his company when he was 
asked to make that undertaking. Now it is presented to 
him and if we hear what his undertaking is about that 
it might solve everything. 
THE CHAIRMAN: How do you feel about it 


Mr. Nolan. 


( go to No. 13,248) 
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MRe NOLAN: Well it seems to me to be 
very difficult to give ony undertaking which is going to 
apply, as Mr. Frawley would have it, as he hes put it to 
me, that it would havo to. be an undertaking or a statement 
of policy that would apply to these people in the Valley 
having rogerd to the point at which they take the ofl. 
Well that matter is up before the Utilities Board at the 
instance of Gas & Oil Products Limited because they make 
an application before the Board on the ground that doing 
the gathering themselves they should not pay 9g cents, 

bit “some proportionate amount only for what we call the 
main line transportation ° 

THE CHAIRMAN: YoSe 

MR» NOLAN: | And that is before the Board 
now but sach well will present its own problem in that 
regard and this Commission wont ahead on the basis that 
the price should be an inclusive price for both gathering 
and pipe-Line transportation; no effort was made to Lreak 
it up and my memory is that Mr. Hull, who came here and 
gave evidenos, was of the opinion that it should not be 
brokon UDe | He thought in a pipe-line operation of this 
kind, isolated as it was and dependent entirely upon its 
uso, there should be no breakdown of the gathoring in 

the pipe-line charge itself and I do not want to be 
embarrassed by being asked to say something that is going 
to be too wide in its scopes, 

MRe FRAWLEY: Well, Mr. Nolan,, I must not 
embarrass you but would you consider stating a policy to 
this Gommission that you will sell it to such people as onmeé 


to your own property? 


Pain 
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MR. NOLAN! You mean the people who do 
not use my pipé+line? 
MR. FRAWLEY? 3 Yoss 
MR. NOLAN: Every barrel that goes out of 


this storage battery, every barrel that goes from that 
storage battery through tho line that Mr. Mayland has or 
anybody elso just takes down from the pipo-lino volumo, tho 
throughput from every one of these wells. 

THE CHAIRMAN: You are referring, Mr. Frawley, 
I suppose to refineries in Turnor Valley who would not be 


putting it through the pipe-line anyway? 


MR. FRAWLEY: | Yes, who would not use the pipe- 
line. 
THE CHAIRMAN: You are not referring to peopla 


Who bring it to Calgery by ‘truck? 

MR. NOLAN: No, but this oil that Mr. Mayland 
tcok during these weeks would have gone thruugh the pipo~linose 
MR. FRAWLEY: And you would get a return on 

the handling of it? 

MR. NOLAN: Quite. 

MR. FRAWLEY: : Ruite so, but I say you have a 
situation in-fact where there are refineries in the Turner 
Valley and refineries here and you are a transporter of oil 

and you are also a producer of oil and 4t is only you as 

gua producer that we say, "what will you sell your oil for 

to a Turner Valley refiner who runs his own lines to your 
proporty at his own expense”. 

MRe NOLAN: That question could be put to 

all other producors in the Turner Valley because they are 

in the same position that I am. 

MR. FRAWLEY: Exeept they are almoot all 


under contract to you and there is no use of putting the 
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question to them. — 

MR. NOLAN: Oh, No. 

MR. FRAWLEY: To those contracted to you, it 
re not practices] to pat it to them. I think if we put it 
to the Bare tte we put it to a lot of wells and a lot of 
companies, I mean the Sunset Oil Campany could say nothing 
about it. Thoy have turned their production over to you, 
so there is no use going to them and so on and my submission 
is, tir. Chairman, it would be a useful thing just with a view 
of trying to clear up this difficulty that the Board is trying 
to lend an attcntive oar to, and I think it would help clear 
it up, it certainly helped us before and it would help us 
again I am sure -~=-- | 

THE CHATRM&N: We are coneerned with it, 

we are definitely at the moment interested in whether or 

not congervation as presently working, while purporting to 
do equity, as well as preserve Coie nkinemE sree inequity. 
Now it may or may not, that is something we have to consider 
but it is from that standpoint, as I understand it, that 

Mr. Mahaf fy introduces his evidence. 

MR. FRAWLEY: But then Mr. Mahaffy very 
clearly concludes by SNPS "we have a lot of complaints 
but these problems would be solved if we could have some 
assurenes that we will not be paying a penalty for our oil 
when this Po roeren tl on Board's orders shut our own wells 
down", that aK: what you say, is it not? 

MR. MAHAFFY: That is right. 

MR. FRAWLEY: Then the person he goes to is 
' the Royalite Oil Company. 

THE CHAIRMAN: He says, in effect he says as 
4 understand him that it is absurd for the Conservation Board, 


acting as an intervenant, to pro-rate the market, having 
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found out what the merket by then odie ine the barrels 

of oil :to be produced and shutting its Sea the fact 

that it cannot reech the market. 

MR. FRAWLEY: Quite so and that is why I 

made my remarks a moment ago. We solved that before by » 
simply having the Royalite Oil Company tell us what they | 
would do. Otherwise we would have had to have a manda tory 
marketing board and I can see a lot of problems there, 
Constitutional and otherwiso, and we colved that hy having 
the Royalite Oil Company say that, "we stand ready to sell 
our oil at the field price plus handling charges", that ia 

at Calgary and I sey now, "what about Turner Valley"? 

MR. NOLAN?” Well now, Knowing nothing about 
it, I would ae in the first place, "when do you want to buy 
oil from me", "what quantity do you propose to take", and "for 
Wha t be oe time" and no one can answer those questions 


at tho moment and they all may ve very pertinent to the 


answer, 

MR. FRAWLEY: | That is the difficulty. 

MR. NOLAN: ES NES Bewost te tes 
MRe FRAWLEY: And that is probably why you 


charged the 6 cents but all I am suggesting is, can there not 
be some undertaking. 
MR. NOLAN: Mrs Mayland does not want any 


of my Oil: if he has enough of his owns 


_MR..MAYLAND: — We want our allotment. 


MRe MAHAPFY: These problems which you mention, 
Mr. Nolan, are those not cleared up by.one phase of this, that 
you have put in a nomination for so much o11; so have woe 

We cennot get enough oil from our wells, therefore you must. 


have too much from yours, therefcre you should be willing to 


2 ee 
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sell it. 
MR. NOLAN: I do not follow that at all. 
THE CHAIRMAN: Not necesarily for vou. 
MR. MAHAFTY: Not necessarily for us. 
THE CHAIRMAN: They say, "if we do not sell it 


to you we will sell it elsewhere and get the transportation". 
MR. MAHAFFY: But Mr. Nolan's Royalite Oil 
Company is producing oil in Turner Valley. 

THES CHAIRMAN: ve walle’ 

MR. MAHAPFY: Mr. Nolan's Imperial Oil is 
refining oil in Oalgary and the imperial Cil puts ina 
nominetion to the Conservation board saying they will need 


a certain amount of oil during the month of July. 


TH CHALRMAN: Yese 
MR. MAHAFFY: > And so coes Mr. Mayland. Now 


ioe she Royalite supplies the amount uf oil to the Imperial 
that they require and they have got oil loft, obviowsly that 
oil is a part of the total nomination that was set aside for 
Mr. Mayland. 

THE CHAIRMAN: That may be quite open to you 
to argue, surely, that the Consorvation method is bad end 

I invite you to show wherein it is bad and how it san be 
improved but you are arguing another point entirely when 
you say the Governmont of the day should take control of 


the ofl and say where it shall be svuld and to whom. 


MR. MAHAFFY: What I am saying, sir, is this -- 
THE CHAIRMAN: You do not noed to argue, but 


let us face it for what it is, if the Consorvation Scheme of 
pro-ration to market without seeing that the oil reaches the 
market for which it is pro-rated is wrong, let us try and find 


out some sensibis way of doing it so that that soannot happon. 


; 


C~4 


- 13,253 - 
e 
MR. MAHATFY: Well, of course, as lire Frawley 
has said ---- 
THE CHAIRMAN: But under oxisting conditions, 


nov’ mind you, you cannot bie et the Conservation method on your 
argument without proposing confiscation or price fixing by 
Government regulation plus an enforced salce Royalite says, 
Nwgdi own this, oll". Now it may go back much further than 

you are talking about. It may go back to the question of 

how this pool should be run, whether it should be a unit 
operation and whether that unit operation should be enforced 
so that every refiner has all he wants at the market price 

and that the producers share according to the value of the oil 
and so one There is lots of arguments about this, but all 
you are really advocating this far is that we recommend that 
the Government compel a competitor to sell you his products 
after he has reducod it to his possessione 

MR. MAHAPFY: | Or let us produce our own wellse 
THR CHALRMAN: | Or let you produce your owne 

Now does that not come down to letting you produce. your own, 
to an atteck upon the present Beeecy a method, (1), cither 
from an engineering standpoint, in that to produce your own 
would or would not injure the poul as a whole, that is from 
the engineering standpoint or (2), that an enforcoment of 

the present method, or associated with it, not (2), an 
enforcement of the present method is intended only to work 

out equity between dividcd owners in one common pool and 
insteed of accomplishing that, it is doing inequity and your 
client has suffered and in the net result it should be changed. 
Weve hy. ot LL should then whew are these changes, or do you 
stand flat on the proposition that the Government should compel 


the sale to you by your competitors. 
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MR. MA HAPY: : I say --- . 

THE CHAIRMAN: You say your competitor is a 
producer of oil, that thoy are conserving according to their 
view, and it ane be -all.wrong, - and they may be all right 
too,.- but your competitor is 9 producer of oil. He says, 
"it is my oil", "you do not get any of it". Let us say you 
do not get any of it, "E do not like Mayland, I am not going 
to sell him any, he cannot buy my oil, my horses, my pigs 

or anything else I owne He cannot buy ite I do not want to 
deal with him." Now what is the answer to that? Forgetting 
the 6 cents, the enswer is that the Govornment ean compel the 
Bale. Woll if that is your argument, all right. Then 
what do you support it with? All I have heard to date is 
that, "you pro-rate to mect the market, therefore you see 
that I get: the oil".. 

MR. MAHAFFY: . Sir, may I put it this way, I 
may not have convinced the Commission that it is fair that 

we should get this oil, that we should be able to get the oil 
that wo require ~--- 

THE CHAIRMAN: i am not at all sure, Mr. Mahaffy, 
I am only elucidating your argument. I am not Stating my 
conclusions. 

MR. MAHAFIY: . I realize that. 

THE CHAIRMAN: | I am not at all sure that the 
present scheme as introduced to our notice is inhorently wrong, 
Ieee tee La Leslie Ot athe. tani 

MRe MAHAFYY: Well now lot us go on from that, 
Sire I do not think that any of us are very far apart so 

far as that is concerned. The thing is this, the Conservation 
Board says that it is proper that there should not be produced 
more Oil from the field than the market can absorb. Wow that 


is the first thing. Now let us agree with that for the 
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moment and say, "that is O-Ke". Then is it not also fair 

that some means should be devised whereby the Board will also 
sec to it that the component parts of that market get thoir 
oil. Obviously if the components parts are not getting enough 
oil for the market, as happons in the Fall when their Fall 
demand comes along, the Board steps in and increases the 
@llowable production so as to fill that market. Now as long 
as it is flowing out evenly to these various branches cf the 
marketing system there is no difficulty. They are gquinc 

frank in saying that they have nover yot reached the wiads 
Where they would feel that they would have to let the field 
produce less than the market requirements, so ic iS a cass 

of getting it out to these various divisioéns in the marketing 
systcm. Now then it so happens cee 

TUB OCHA IRMA: It is a ease of getting it to the 
refinory first. 

MR. MAHAPFY: That is what I mean when I spoak 
of the market, that is to the refinery. They are the pcopls 


who take it and convert it intc saleable products. 


THR CHAIRMAN: YOS 6 
MR. MAHAPFY: Now then thé. situation then 2s 


from there that we find that it is not just quite as simple 

as that, we find that at times cortain of these rofineriocs 

are not able to get the amount of oll which they requira. 

THE CHAIRMAN: Why? 

MRe MAHAFFY; Because the wells with which 
they have contracted are not aliowed to produce the oil. and 
taking Your Lordship's suggestion, the Royalite absolutely 
refuses to sell it to us. 

THE CHAIRMAN: Yes, all right. 

MR. MAHAFFY: Now then. that means that wo are 


fe 
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short of our crude requirements. 


THE CHAIRMAN: Yese 
MR. MAHAPFY: Now tho question is how to 


correct that. 


THE CHAIRMAN: Yes é 
MR. MAHAFFY: Your Lordship has suggested 


that it moans possibly confiscation or enforced sales or 
all that sort of thing but with great respect I do not 
think that is necessary. In the first place the Board 
has restricted the production of that field to market 


requirements. 


THE CHALRMAN: YeSe 
MR. MAHAFFY: In the interests of all producers 


in the field. Now if one producer wishes to act as a dog in 
the manger and take advantage of the protection which is thus 
being offered to him by the Board, he is gotting more oil 

than he needs and he will not let anybody else have it, is 

it not quite proper for the Board to say, "very well, if that 
is the attitude you are going to take, up gocs the allowable 
production.e You worry about your surplus Patumeelt but these 
other fellows have got to get enough to satisfy their require- 
ments." 

THE CHAIRMAN: Now that is all right so far as 
the Imperial and the other companies are concerned, but what 
does it do to the oil field that the Board is there to conserve. 
MR. MANAFFY: That is a situation which I 


think would soon take care of itself. 


THE CHAIRMAN: PorhapS SC. 
MRe MAHAFFY: Now if you will look --- 
THE CHAIRMAN: You offer something inherently 


wrong and then you say, "it will take care of itself". 
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MR. MAHAPFY: No, I will go further than 
that; So far as the producers in this case, I mean so far 
as the Royalite and the Imperial, that is so but so far as 
the other producers are concerned they are using all the 
oil which is produced. 

MR. FRALEY: Would that do anything to the 
pool, just answering the query you raised? They inervased 
the alloweble, they realized iv was an absurd situation and 


they increased the allowable, 1t would not be hurting the 


poole 
MRe MAHAPFY: Noo 
THE CHAIRMAN: We heard a query from Mr. Cottle 


and I am not saying it is so at all, I rather queried it, but 
we heard from Mr. Cottle so long as there was production over 
the Be ERE. RISE TA orice oh the POUL ahd. affect it, and 
the whole pool would be hurt, according to the engineers. 

MRe FRAWLEY: Cortainly and it would hurt the 
of ficioney of the pool then. 

THE CHAIRMAN: - Yes, so on Mr. Cottle's 

theory if it were accepted lr. Mehaffy's Sys Ae would 

be untenable. 

MR » MAHAFTY: ae I think what Mir. Cottle 

meant, my Lord, is fais, that Th the interests of con- 

sorva tion it was only fair that gach producer should 

withdraw from tho field at tho same rato, to be, to 


have an equitable scheme as amongst the producers. 


THE CHAIRMAN: At tho same rate and con- 
currently. 
WR. MAHAFFY: Yes, but I do not think 


lire Cottle suggested that if one group of wells. was 


allowed tu produce eta ecrtain rate snd another group 
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of wells at a lesser rate, that it would hurt the 

ficld. 

THH CHATRMAN: I understood Mr. Sottle just 

to the contrary. 

MR. M4HAFFY: Well I do not think any of the 
engineering evidences --- 

THE CHAIRMAN: Mr. Cottle, you are still 

undér oath, what do you say about that? 

MR. MAHAPYFY: It would not be fair to this 
group ane it would not hurt the figld. 

THE CHAIRMAN: | I aa talking about hurting 

the pool as a@ poole 

Mx. COTTLE: Sposking of the pool as a whole 
we naturally want to preserve, in the interests of conservation, 
a rateable withdrawal from the various wells in the various 
parts of the field and narine wells spotted in the various 
parts of the ficld shut down and others producing, we do not 
think it is in the intcrests of good conservation. 

MRe MAHAFFY: Hven although they are all 


producing within the efficiency range. 


THE CHALRMAN: as individuel wells. 
MR. MSHAFFY: As individual wells. 
MR. COTIIB: As I said many times beforo, 


the matter of efficiency cannot be applied merely to a well, 
it must be applied to the well in relation to the other 

wells and the Reservoir as a wholce 

THE CHAIRMAN: If you havc, evidence we would 
like to hear it. Mr. Cottle asserts, to have a well produc- 
ing, as Mr. Mayland's well as I understand it, might have 
produced enough for his requirements, it weeka be bad for the 
field as a whole. Well now if that is not so why do not 


your engineers tell us 80? 
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MR. MASHAFFY: Well if the Board is going to, 

if the Commission feels that that is, that has been established 

and apparently it has, although as I said with great respect 

Mr. Cottle is not an engineer. 

THE CH4 IRMAN: But Mr. Cottle is acting on the 
advico of engincers. 

MR. MAHAR EY: Then I think we-should bring somo 
cvidenco on that point. 

THE CHAIRMAN: You sec it ssems to me that wo 

have to get at the basis on which we epproach this. LY your 

point is Government intervention and Government price fixing -- 

MRe MAHAFFY: Iam not suggesting that 

THE CHa IRMAN: There is nothing improper about 
thet; 11 it.is sound. 

MR. MSHAFFY: I guite agree but I do not think 
it is necessary, vven to go that far. 

THE CHAIRMAN: I do not know what your argument 
is then because surcly if the Imperial seys, "we do not care 

to sell Mayland" you have to have the Government say, "you 

must", bofore you got your goodSe 

MRe MAHSFFYs If they want to maintain what 

Mr. Cottle has now said with respoct to the Field, yes, they 

do, they have to say, "we must get that particular oil". 

THE CHAIRMAN: Mr. Cottle says ‘we are the 

Conservation Board and we will not create this great surplus, 

which is your alternative scheme, because in the end as a 

practical thing that will do harm to our pool as a wholoe 

Now if he is right, and I am not saying he is, but if ho is 

right your only alternative is Government intervention to 


say, “we have set up a Conservation Board and we are going to 
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see that it functions but we are going to see that it 
functions without harm and if so wo will see that anybody 
who produces down there and is allowed a certain preduction 
on the basis cf a eaters market, puts his oil on the market 
so that those who have made the demand which wes the premise 
for the allowables are getting that which they demand, that 
is Government intervention and nothing elsec 

MR. MAHAPFY: Yes; it is, sir. 

THR CHAIRMAN: There is no use in calling it 
anything else, If it is sound it is sound and if not all 
right. 

MR. MAHAPFY: That really is the suggestion I 
am making although the enforcement I thought, - and I may be 


wrong, - could be handied by the Board in the manner [I suggest. ° 


MR. FRAWLEY: E Increasing the allowables. 
THE CHAIRMAN: Sut the same thing is achieved 


by legislation or whatever will be necessary, Saying that so 

long as this situation exists, that a refiner is sntitlod to 

purchase his shortage from those who may have a surplus at 

the field price. 

MR. NOLAN: Mey I ask about the surplus, 

Mr. Chairman. My frichd Mr. Mehaffy, has said and perhaps 
\ Mr. Cottle will be good enough to answor this, Mr. Mahaffy has 

said thet when his wells de not produce his share of the 

allowable then it follows that the other people are getting 

more than their share and his share tooe I eannot follow 

that, you seé, Mr. Ghairman -+-- 

MRe MAHAFFY: Let me explain. 

MR. NOLAN: Please explain because as I 

understand,Mr. Mahaffy, if his wells do not cone up to the 

allovable somebody else is getting it. 

THE CHAIRMAN: If his wells come up tu more than 
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the allowable, supposing Mr. Cottle wants to fix his allowablo 
tomorrow, as I understand it he goes to Mr. Meyland and he 
says, "Wha t are you going to require"? 

MRs NOLAN: Yese 

THs CHAIRMAN: He says, W5C barrels". He gves 
to the Imperial and they say, "LOO barrels". He gtes to 
Bocker and the Bs 4s and so on and amongst them all they want 
200 more or 250 more, that is 400 barrels. The market === 
MR» NOLAN? Correct. 

THE CHAIRMAN: Then Mr. Cottle, applying his 
formula here, says what eaeh well in that field can produce 

to produce roughly 400 or 450 barrels perheps, allowing some 
Leoway, 450 barrels of olle 

MR. NOLAN: Yese 

THE CHAIRMAN: Now Mr. Mabaffy says it is wrong, 
that the Conservation Board should not predicate its rulin;: upon 
my requiroment of 50 barrels unless they are gning to soe that 
I get it. Forgetting that he is a producor and has a well. 

I think that only confuses it. 


MR.» NOLAN: He is not © producer and he has 


no well. 
MR. FRAWLEY: No, begause this is the Gas and 


Oil Products. 

MR. NOLAN: And he has a refinery» 

THR CHAIRMAN: Forgetting that. He is a 
refinor and he says to the Board, the Conservation Board, ith 
want 50 barrels” and that is taken into account and added in, 
and Mr. Mahaffy says it is iniquitous then to have allowed the 
production of 50 barrels in the field, under the control of 
the Beard for Consorvation purposes, if the porson who creates 


that, who helps to create that allowable, doss not get his 
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50 barrels and I say. well there does seem sumething wrong abut 
that. Now what will we d6 about it, if anything, and if there 
be nothing wrong about it tell us why and so on. 

MR. NOLAN: Well as I understand it Dr. Frey 
is an authority on matters pertaining tu conservation and 
perhaps it would be a gvod suggestion to put this problem to him 
When he comes, 

MR. FRALEY: We will. 

THE CHAIRMAN: Doubti3ss all these problems will 
be put tu him, doubtless they will, but it must not be thought, 
we heer much of Dr. Frey and I for cne have the utmust confidenec 
in him and respect for him but it must not be thought that as a 
matter of course What we hear from Dr. Frey that we will listen 
tc him and then sign our names to that part of the evidence 
Which is his as bein, ous report. We walcome here what Mr. Mahaffy 
tr anybody else puts forth’ or any expert that they chocse to 
call. You soe there are other consideraticns too, that 

Mr. Mahaffy may not have touched upon. Perhaps if this is 
iniquity, there should be a clause in the Act that nu well 
Should be ticd up at ail by a contract. You see we have ho 
views about it but it does seom comething strange, there 

is something strange about the Board sclomnly arranging for 

the allowebles on the basis of the market and the refiners 
cannot get its equally it seens strange that people shvuld 

be told when they have paid good money perhaps to get the vut- 
put of a well, that they shall have to soll it to scme one they 
dc not want te sell it to. All these are difficulties which 
have to be thought about and thowght about carefully. What 

we will do I have no idea. | 

MRe FRAVWLOY: Of course it has worked cut 
protty well because, while I am not minimizing the effect of 
five weeks of being without oil, that seems to be the oly 
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THE CHAIRMAN: Mr. Frawley, if it is wrong 
it is wrong in principle. 

MR. FRAWLEY: Yes, if it 18 only one day. 

THE CHAIRMAN: if it is wrong wi one day or 
one half hour it may be wrong for the whole year. If it is 
wrong with respect to a barrel it ean be wrong with respect 
to the whole of the requirements of this particular refinery 
or any other. 

Mak. FRAUVLEY: Of course I think the answer is 
what has becn made already. 

THE CHAIRMAN: I do not think the 6 cents is 
important. If they can make it 6 eents they can make it 46. 
MR. FRAWLEY: Yose 

THE CHAIRMAN: IL am not forgetting this other 
view, that these people made their contracts down there and 
the contracts are mado. The whole thing is very troublesome. 
MRe FRAWLEY: Of course. the Board is not --- 
THE CHa IRMAW: : jnd it docs strike ono if the 
Board assumes to intervenes you see, that you immediately have 
interferences, statutory interference with preprictory rights. 
it is just like wild game, when it is reduced tc possession 
the oil is yours. Now wo are interfering with that. We 
say they cannot reduce it to possession and they are interfering 
with proprietory rights when the Conservation Board starts 
out to do what it is doing. Now having gone that far in the 
interference of proprictory rights are they not bound to go 
the next step up and to do what further interference they 
must do to make the first part of their interference a worke- 
ablo, sensible and equitable thing. 

MR. FRALEY: St tho moment they have been 
regarding this as a Gonservation Board and nothing else but 


if they have to be a Conservation Board and a Commerce Board -~ 
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THS CHAIRMAN: With respect, I d6 not think 
they havee If they were purely a Conservation Board they 
weuld not be concerned about markets. 

MR. FRAWLEY: Well then that goes right 
back to whether or not they should shut their cycs to markct. 
THE CHAIRMAN: Guite so. 

MiJOR LIPSETT: | If there was conservation 
exclusively, Mr. Frawley, would that not mean,assuming this 
to be a common pool, that every well that was drilled would 
have to be drilled so as to, all over the field, so as to 
take the oil from the pocl or the common reservoir, equally 


all over the aréa. 


{ Go to Page 13,265 ~ ) 
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MR. FRAVIEY: Mr. Cottle saws: that is just 
what the spacing rule which the. Board administers is for.. 
There is a spacing rule. 

MR. COMMISSIONER LIPSETT; As things are at present, eli 
one company, perhaps, owns one-quarter of the fielnA, they 
could go on drilling up that whold quarter. 

THE CHAIRMAN: And spacing as between north 
and south would not mean a thing. 

MR. COMMISSIONSR LIPSETT: Supposing that was so, one- 
quarter of the field might be drilled, a well for every 
40 acres, and the rest of the pool might be drilled, only 
one well for cOO0 acres. That is possible. 

MR. FRAWLEY: - Of course, it is a minimum 
spacing rule. They cannot drill closer than 40 acres. 
They can drili-—every 80 or'’every 160. | 

MR. COMMISSIONER LIPSETT: as at present constituted, 

if one large company owned one-quarter of that area, 

one particular place, they could drill a well every 40 
acres, and with reference to the other three-quarters 

of the common pool there might be only one well drilled 
in every 2OO acres. 

MR. FRAWLEY: I do not follow. 

THE CHAIRMAN: They drill in whatever way the 
engineer says is wise to drill to get out the greatest 
volume of oil, that is to say to conserve the propulsive 
energy to eét- out the last drop of o11 that can be got 
Out Of that pool. ‘That’ is conservation. That is 
avoidance of waste. You do not suggest this Board is 
doing that. It is letting people drill wherever they 
want to drill within the scope of 40 acres, or whatever 
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MR. FRAVIBY: If a man has a piece of land 
ard he wants to drill - if I have 40 acres the Board 
allows me to drill, that is right. I do not quite follow 
when you say there is a lack of regard in that. 

THE CHAIRMAN: there is a total pool. Does 
Mr. Cottle suggest, or anyone advising him suggest that 
Eieyuu adriti 600 acres in.one corner of that pool an your 
40 acre plots, that it woulA be quite all right for the 
Gdulltabrium or the northern field. if that were an the 
south. Would you buneh it? 

MR. FRaWLEY: . I do not understand. 

MR. COMMISSIONER LIPSETT: If you were having true 
conservation would not that mean drilling at the same time 
one well on every 40 acres over the whole area or one 
wo.) Gh every DO acres or one. weld Gnoevery 100 acres, 
but not let two wells be drilled inside the 100 acres 

and noae im the adjoining 100. “If you were having true 
engineering conservation and that only. 

THE CiaIRMsN: The truth of the matter. 1s 

you Gan only get true conservation in an undivided pool, 
one owner who drills intelligently from the standpoint 

of getting the most cil. You have not got that. You 
heye nou pot conseryation as such, pure and simple, 

You have something that has been accepted as a very vital 
break in the rule of capital and it has proven to be 
valuable here. But, that. does not say, i4.is, perfect. 

If we can get any suggestions that will help to make it 
work out more accurately, all right. 

MR. COTTLE: — The. Board feels that the field 
requires eventually one well on every 40 acres in oxder 


to get the maximum drainage from the reservoir. It may 
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be that eventually it will require one well to less than 
40 acres, but we won’t know that for some time to come. 

At the moment we think it requires one well to every 40 
actes td pet the maximum drdinage. 

MR. COMMISSIONER LipsHtr: f am sure you are doing the 
best you can. I am not Pree sae But at present 
you are not really doing conservation by saying that if 
they drili 10 wells in 400 acres in one corner and 1 well 
in 400 acres at another correr and that these 10 wells on 
the one 400 acres can produce ten times as much oil as the 
l well in the other 400 acres. 

MR. COTTLE: They may or may not. But quite 
apart from that it may be that we would like to see l well 
on 40 acres in this seeond parcel you have in mind. 
Certainly we are not going’to drill wells. If we thought 
& spacing of 80 acres or 100 acres was more effective 

than the 40 acres presumbaly we would take some steps wo 
see that the wells were limited to 80 or 100 acres, as 

the case may be. We feel at the present time that 40 

acre spacing is as close as they should be and aiso if 
they are any wider than that they might have to become 
Gloser in order to get the most efficient production from 
the field. | 

MR. COMMISSIONER LIPSETT: But the method at present in 
force, as I understand it, with 1 well to 40 acres, it 
might mean with 10 wells in one 400 acres at one corner 

of the field and those 10 wells might have 100 barrels 

a day and 1 well on 400 acres a mile away would only have 
100 barrels a day. 

MR. COTTLE: Tmt is right, providing its 


characteristics are the same as the other 10 wells. Once 
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those 10 welis go into production their characteristics 
change, of course. They change day by day. 

MR. COMMISSIONER LIPSETT: What I am trying to think out 
loud about is this, that whatever your conservation at the 
present time is, one man or one owner by drilling 10 wells 
in one 400 acres could really defeat your conservation . 
because he can get ten times his 100 barrels where the man 
with 1 well on the other 400 acres can only get 100 barrels. 
MR. COTTLE: You are going on the assumption 
that 1 well on 400 acres is draining the 400 acres. We do 
not think it is. To effectively produce oil on 400 acres 
we think it will require 10 wells to do the job. 

THE CHAIRMAN: 4re. you working your Conservation 
Board cn the theory that the total withdrawal is from 

40 acres? | 

MR. COTTLE: No, we are working on the theory 
that 1 welki will not most efficiently drain or produce all 
the oil that underlies more than 40 acres. If 1 well 

would drain 80 acres cr 160 acres, our spacing programme 
should be 1 well to 160 acres, whetever the case may be. 
MR. COMMISSIONER LIPSETT; Could I just try to think aloud, 
without criticising you or anything. On that assumption 
that 1 well would drain 400 acres, or effectively, what 
damage is done to anybody if a weli like Mr. Mayland 's, 
when he needs the production and it is still within good 
engineering practice, if he asks that he be allowed to take 
the oil from his well up to his market requirements, 

within good engineering practice, .in-what way is he hurting 
anyone else? 

MR. COTTLE: I would say he is hurting them 


by causing a low pressure area on his property and causing 
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a migration of pressuré or oil froin the adjoining property. 
MR. COMMISSIONER LIPSETT: If it. is uot a common pool ‘’ 
and there is only an area of 40 or 5/9 or 100 acres being 
affected by a particular well, then I do not quite follow 
how, taking his fuil Re aeare nue from itr. Mayland's well 
at one end of the field it is going to affect a well a mile 
or a mile and a half away. | 


MR. COTTIE: We think it will. That is the 


only answer we can give to that. Obviously, where there 


is production from the south end of the field and there ig 
no production in acreage contZguous to it, naturally there 
must be some effect on the undrilled acreage. The ideal 
and most erfielent production woulda be to have the whole 
acreage drilled on a proper spacing pattern before you 
start to produce and then on at all times preserve the 
proper withdrawal from the reservoir as a whole. Obviously, 
when you have acreage not drilled at all something may be 
happening to that acreage. For that reason we only 
Gonsideriine acrearze, drilled as an-oil field; (andeths; only 
way we can protect the acreage not drilled is to allow no 
production until the whole acreage is drilled. That is 
not practicable. That may be the sensible thing to do 
from the’ point of view of perfect here uirous 

MR. COMMISSIONER LIPSETT: Iam sure it is much easier to 
ask questions than to answer them, but I was just trying 
to clarify my own thoughts about it. 

THE CHAIRMAN: Well, Mr. Mahaffy, you have 
advanced one argument that the allowable should be raised 
until it reaches the point where your client's require- 


ments are satisfied. Any other submission to make 


concerning this? 
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MR. MaAHAFFY: Or that steps should be taken 
to provide that we are entitled to purchase the deficiency 
at the field price. 

THE CHaIRMaN: Well, steps should be taken. 
what ones? Let us be concrete in what you say we shvuuld 
recommend. 

MR. MAHAFFY: Wel), netuneaity oir, Dean not 
prepared to say exactly what sections shoulu go into or 
out of the Conservation act. 

THE CHAIRMAN: I am not asking you torefer to 
sections, but what recommendations should be made? 

MR. MAHAFFY: That as long as and at any time 
that the Conservation Board restricts the flow of the wells 
Mme Turnberry Vei ley tora point lése than they can produceyin 
therettiecient-ranze and oe a result of the pro-rating 
system any refiner is unable to get his requirements (eh 
oil that one or two things should happen: the allowable 
should be increased to the point where he can get his oil, 
or secondly, that he should Re permitted , and the Govern- 
ment through the Board should provide, that the producers 
enjoying a surplus and holding the surplus should sell to 
that man at his request such oil as he requires at the 
field. prices 

MR. COMMISSIONER LIPSETT: Fixed by themselves? 

MRe MAHAFFY: I am content now, Sir, even to 
go that far. Even though I do realize that the field 
price may be a price fixed by the man who is actually 
selling the oil. 

MR. COMMISSIONER ZIPSETT: You started to develop one reason 
TOPS thas, Huet do not know whether you have finished with 
it or not. That is that that would cut both ways. That there 
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might come a time when your client had more oil than he 
required for his refinery and had control over the oil and 
that he might want to sell some surplus and you said he 
should be able to sell it at the fiela price. I dv not 
know whether you wanted to say that somebody else should 
be forced to buy it at that priee. Perhaps you would 
develop that. 

MR’. MAHAFFY: No, I did not intend that. 

MR. COMMISSIONER LIPSETT: Secondly, do you think it 
should be put out of Mr. Mayland's power, if he had that 
surplus oil, to sell it at less than the field price if 
he wanted to get rid of it and found a market down in 
waskatchewan or, perhaps, in Montana. Should he be 
prevented from selling his surplus? 

MR. MAHAPPY: Co dornoreriink there 1s anything 
mow to prevent him from ioine that and i do not think there 
should be anything to prevent it. 

MR, COMMISSIONER LIPSETT; You rather said that he should 
bée-able to “eet the field price for, 1t irom somebody else. 
It would cut both ways, if he agrees to buy at the field 
price when he is short then that he ought to be able to 
Sebi at the Tiela price if he nas asurpius. 

MR. MAHAFFY: | CT will put it this way, that 

if we should happen to be the firm which had the surplus 
{hat 1 16 only fair that If the, Hoyalite were shert they 
should be able to come to us and buy it at the field price 
or such wesger price as we aré willing to’ sell at. It is 
the maximum [ am thinking Of, Ow she Minimum. The tame 
may come, but I do not think it will, when the Royalite 
are in the position we are now in and we would be in the 


position they are now in. They might on some occasion be 
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short of oil for the very reason we were short of it last 
Spring. ‘Yhat I meant to convey was we should then also be 
in the samo position to sell to them at the field price. 

I do fot thihk that there ghould be anything that would in 
any way restrict as to minimums. I have not anything in 
ming if that regard in this Bement 

MR. COMMISSIONER LIPSETT: Was there anything in January last - 
one of your witnesses said that he required this extra oil 
in May and June, but that if he had boen allowed to 
accumulate oil from the »yrevious January from the wells he 
had contracted that he would have had enough. Was there 
anything to prevent that happening in January last? 

MR, MAHAFFY: The allowable, Sir, was not 
sufficiently large that a surplus could be accumulated. 

In othcr words, on the allowables fixed by the Board the 
plant was using all the oil it was able to secure through 
that period. 

MR. COMMISS ION™R LIPSErt: Was that because Mr. Mayland 

did not ask for enough for his requirements. Supposing he 
was actuelly refining, say 500 barrels a day, for a figure, 
did he ask only for 500, or did he ask for’ 750? 

MR. MAHAFFY ; The whele difficulty at that time, 
as I said this morning, ir, was that as far as He are 
concerned this is the first occasion on which we have heard 
the Board say that they will permit of storage. I think 
Mr. Cottle will agree with me that last year Mr. Knode very 
definitely took the stand no surface storage should be 
allowed. If we had understood in January or February what 
we now understand - and I hope we have got it right ~- that 
in putting in our nominations to the Board we could put in 


a certain amount for storage purposes in addition to our 


aha en a 
cae i) : : a - meee . 
' Sa os chee 
= = Ca on, : 
ne < pay ty zat 
AS be aera rN , Sonarey = ane ~ = . aan 
R Hye =e = i : as = : 3 
: _ Pas : is Fa ae =a Fas = 5 
ty iS f b. wired + Ww ‘ e 
‘ ; i : . ~ fi ie =e 
a =. vias ‘i = - 4 a a a = 
ae i" en 2 : ee “ NS — = Wai = 7 
iS ron \ & ire au fe oy nt g - 
eal i sae ss an E es : 
Gy roe "eS i a ‘ wie ae “ = tired =n Fear ae 
ais 4s Os mae ‘ 7 i ee) 
wn = ae . 
: & oa (is f é : 
7 alive F 2 bits ae v ieee 
nig : PSs : ; ry wl 
: ~ “) a a oh 
Sy ea 5 a & ae . zie = 
' eh < sles - o % Gas Ea : : es 
5 ter Poa eG . ey o* F r Me == = pe 
a; : ‘ Re c r 7 n= ’ Se : = i 
a v Pines - ; ce - i abet =y > 
st 3 a P Q = es 1 a = wa 
Pays ” % j ae “ oan = ‘ A - = aaa 
~ fem 3 ; = = be - g = ae so r = sh 
> = - - “ a ‘ a " = <5) a. 
» =. ne + . 
. Ee — = rt es 
“is — rete sweet —~ ‘ s * 
— wy - a5 S . u Lace = . adouy —) 
8 = = = SAP cme les 4 Ss woes i c a car A 
ey 3 i ; j 5 Sa en Lt Le as 
as if = : te ee - ’ _ a : te 
: : : : zy : = : ‘ =e <5 oo 
— ? 4 mer Lin ~~ + r . = 
sie = i ~ . Cae s + re ox 
= 5 a : = - ade : =» 
—_ t . e = = we ir! a ES 
“oi = [ack amie — 2 ae # = ‘ i 
ne oe - rs y Fst Y =F Aca ex = ie 7 ae a . 
§: = ze = . cre : 3 a * 4 = = = 
3 , oe 3 = : 
s Fi € ; + SS - faa ; ji 
2 ' é = ‘ . 3 - on + 
R ‘ 2 - ; ios jet = ran : 
Pat » : a * a 4 } : i . 
sy hye ‘ - os > - 
ae or = o 7 5 OE x ’ Bey < =, 
~ i baer Se a ioe Fs a z ea : - 
} es wee Eo tig at, : = 
Rent ¢ os ra Fs -- = — pr ie 
2 Saad 5 Fe - % = saat i i} ses 
e = t “2 ee rae ave = ; 
2 ra oe j : eas 
aot x ee et: re > - sw A as 
= te 5 oF ” es) ge 
‘ 2 eS = By 3 ey i ae 
Ba - = the = : é ae 
= © = ges = coon eS = mie au 
= g ; ‘ <- = g 4 rer 3 = = a 
ss te % o F, = ‘ = <a 3 es Ue pes 
— - font Her oted = = Ms oy oS 5: 
cae rc) : at ie : a sath i ‘Ss fat ee 
: : : ; ry oes = ae = ; on E = ; : BG 
= 4 a : ie ea 2 ae hue z 
5 z as Te i . nes 2. Bs 
E = , 2 ae = “be wae ae i — 
=s =! va -_, - : E a R 
.? . coe s ’ ert rot . = 
ns sh Be S & 5 -- « >: . 
aD 3 oe Las a a Mes “ fy 
Es 5 - Was oo es * : es = 3 ‘ ron 
= ; ? ee ‘ ee A 5 oon at = P = = 
< a =A : a d as = : no 
> : ‘ 3 a 2 2 2 2 . ee 
=o ag 2 - 2 z = s 2 : “ a E a s raw) . 
al r i: = + fhe, == ¢ :. te PB = ~ uk 2 
oh A : . , . ? aay “aie wee : ‘i = 
es se OU : i : = is 
C : << . Z ra ant <r ue ca Sen ~ 4 
+ : r 4 2 . & — a : = 
s : a 3 Z cy = 5 rs 2 
x cet j f x - = = i Fail ae fr : * 
ca cs vo . a9 E a a 
tor we t ae, 2 “ o- mn 5 
> 45 Bear rE 2 ae a rite BS. 2 = - : 3 = 
= J F Pico iy 2 _ ¢ -~ ’ ee i= so te ~ o . 
= = ; > es. y vi - : e g 
= . as ie . - & i “ oe . 
= . ibe = at = F Fi 
2 - = E 4 = = 
re 1 2 ; iS = = ; = 
P u son sey ay " ase = : 5 ; & ists : 
x leew ) uo; ear “a ju : x i re) 0 & : 3 . - 
; 3 ' bs ee == pats ve / = 4 
vw aes coed 4 - -- ‘ any . : ca 5 
= rap A ee ‘ : sr s : ‘ é 
G : ‘ S é 5 a be 4 iy =e, 
‘ ; “ ty t OR > Se 2 - 1 
os St : Ss 6 - : . Se a4 “sf : 
ae se is a baal 4 ' © ‘ -4 < or -i- 
= ay a 3 ‘ ‘ ’ : 3 S ; 
so : & wf os oe 4 ; : : i i 
ary Zs ote ae : H a 
$ ' . Z t 100 ‘ 
sy = Laos i é k 2 pe ay a he 5 
of CA 4 ng r 4 ers . m4 ’ mS 
bey ° { fe - » or tapi bos cry 
te i ; ar ral a ‘ a: te, = eS 
; al ei cane r “ ti i a 
beh be bt bad ea % : i : 3 F rhs 
u i ‘ a - i ‘ i 
~ “ Ee a. — ae | 
“ oer ci 
~ vd ed 
3 ar a 


’ 
¢ 


Hid e7s— 


actual requirements then we could accumulate considerable 
in storage to carry us over’the period. 

THE CHATRMAN: That is not my understanding 

of Mr. Cottlets statement. He is not pro-rating to 
market plus pro“rating to stotage. He is pro-rating to 
market. Now, yOu can sell on the market or you oan store. 
MR. MAHAFFY: That is what I understood before, 
but I did not understand Mr. Cottlo to say that to-day. 

MR. COT?PLE: I said we are pro-rating to the 
requirements. If you want to put some oil into storage 

in whe slack season so as'-to avoid taking too much oil in a 
bear san aah not only will we not prevent you from 

putting the oil into storage but we will encourage you 
putting the oil into storage. And that has been the position 
ever, Since | have been a member of the Board. 

THE CHAIRMAN: ,Providing they get it out of 
their allowable. 

MR. GOTTLIEB: Providing, the well does not 
produce more than the proper proportion of the total. 

TH CHATRMAN; Let us be clear. If he includes 
in his what he terms "nomination" - why, I know not - but 
if he includes in his nomination not only his requirement 
as a refiner at the moment to supply the market with 
gascline, but also an amount to put in storage tanks, are 
you content? 

MR. COTTLE: We are perfectly content. 

In fact, we do not care with these so-called nominations 
whether the purpose of the nomination is for storage or 

for market requirements. We are not at all interested. 
#11 we are interested in is how much oil is going to be 


taken by Gas & Oil Products for whatever purpose. He can 
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take as much cil as he desires. 

THE OHaIRMAN: Have you any check on that. 
Supposing his usuel quantity ig 1,00C barrels, and he puts 
in a so-called nomination for 100,000 barrels to-morrow, 
you just take it, do you? 

MRe COTTLE: If we are satisfied he is going 
to take it we will take it. The only check we would make 
would be whether or not he is, perhaps, exaggerating md 
may not take it. 

MR. MAHAFFY: You cut our nominations very 
considerably the first part of this year. 

MR. COTTLE: There was one nomination, if you 
Wish to call it that. I believe the Gas: & Oil Products 
wrote a letter to the office saying "We want so many 
barréeisa of o11," and I \had.to find out how many barréls of 
oil per day that would mean, how you were going to take it 
and at what rate you were going to take it. . If never did 
fini out when that was going to be teken or how much per 
day or at what rato. 

MR. MAHAPFY: Ta.kt not, true .in several os 
these months you cut our - I call it nomination. because 

I understand that is what you call igi whatever it 

is anyway - that you cut our nomination as filed two or 
three months in the Vinter. Tmt is my information. 

MR. COTTLE: No, I do not think that is correct 
because in arriving at the total demand really what we do 
is we find out what the large people are going to take and 
we put in @ round figure for everybody else, which would 
inelude your requirements and Mr. Plotkins’ requirements, 
and the refineries in Saskatchewan. as I gay, we do not 


attempt to arrive at exact figures but we allow sufficient 


1 
ete nie 
mai 
' 
fo mrkins 

on {3 


jo9t 
bait 
ae 


yur Be 
vont 4 
nih ‘ i 
. if 

‘ ie 
ime ci fe sey 
ip ee aby ut 
Nw hee 

ne Nay, ecaaeiiae eh 
Sidis VE Wy ot u 


4 A ‘ ’ 
{ ae 
AS eT a 
\ a 
Poa wnat fe 
fs 1 ft 
Pere ao ae ay 
a? i } 
i} 


4) Aint 
yee eran 

aaa 
ee fa Oa 
‘ 


vA, 

‘\ 

wt 

may 
sty 


rity 7 
ty sae bdin 


wt 


sel eee aatiay 
| LE ee el 
- 
Te ae ON 
me N 
bey oe mw 
Rabo a gs 
‘ 
he 
7 ” 
wan ve oy 
: 
eG Maat EE 
eed AY 
‘ 
aaa bel 
' 
Cilia OANA 
) 
bil Wy 
j ih 
rpoyet . 
att ' " 
et A Nt I} 
Py oy 
i t 
iy ; 
mw | fry 
es for 
ie Se 


one a q 
7o.5k ‘i Rr et 
ernie gif gis. LE cree via 
* 1% | ae | 4 fe A . urea n 
- re et 
dn . , “i Is 
fi } i] * ay L, 
UT ‘ ‘ 
i = s . aioe iy 
ae a eee iy es Ff { ' OME hire a Ls Been 
wr my a ‘ ; Pear ’ 
4 
Ren Ae nie ee at Ail Pe ve me ee eet 
qe ’ Kaa a “cS | 7 iff PYAR. 12 j gy) 
i : 
32 ay F Jt PA pales: Bae 
r oa yh 20 al was a Pier S| Ry 
a 
ae) i} t 
6 ES ee cy epee 
is mon ff bra : eg oe Met 
Lat) whew ~ 1 
aN ee wha ae rl ae =f \« Wea Ay Ft, 
a } 4 K oe mt { M, in re rh yee r As j Us A u ‘ id “t ye 
Hy teats ay v By poi) Seip ae Re we ey f ei hy 
Hii .) Py PR . ‘ Ny ‘ hale A 
4 a r Le vi | ‘ 
; f i bon “y 
4 + | us ‘ yor 
fee 
ayy * ri 8) hy 4 F uw : 
{ . 
Lt ¥} ' 
, , 
r need 4 f ot ee - ae hans ‘ 48 ee ee aan i 
my 8 ms i t Gre, 4 Prarie aby 
eM eg Wa SOE OO. UR A ae SLT oo koh 
i t 
i} 
a emerp ty ee ay 
* af i aN ae) anita! 
is ba he 
tt AiR 1 
\ HM ¢ A 
ee hee Paras t ho 1 oe F ‘ yO i ‘ oF rar 
A a ee! gh 4M shhg bad Ae wate + 
H et re \ 1 
a ea j ja 
ak ime et it Naat my als aah { Me ty 
y fa. Wie a 
; 2a he 1 
ane Na ; 
eo. pity 4 Te, ceva. “eR ny orien 
ar ” { i r I sf i x jis oe SD ! } dr the tar” IT 
ira) , s 1 
: y ye ieee it % 
Se Later 3 ‘ Pani 7 we et ie ees 
An i ms " Po) Lone i i if 1 LPP rie iol ! Qh ceil: ny and 
‘ , ar 
' ad G aero ty VP daug halt 
" it \ | \ 
ot me hy a ri 1 
ae Mf a ee) diay al Oo a | a poe 
, “4s . ; 
A why rey { 
Vy Ju By i . Sige eks ‘ a 
a Nut y Wrote A Py cha 
pay apa Bee Lae Beer Dae a ry hee 
‘ ) i 
yeah ‘ 
. a eantt 
ante fig ce RT 
, i OR a? Ayal os 
, 
ee Tae sen By 
: ' a 
' Ur SER Acs fe Lal oN 
" ay J 
it ' {4 
eo | 7 cage ah te 7 eo Toe sri bert ae yO at ty 
yl hl AA ene 1) SOSA ee ae it. 
" mM) : “ sal 4 7 
We hs Sts eh a Cee Bey te tae she ie cee nmoerine Fuca Lt 
ye “eat yey i we ; rh Wee 1 real a oe od H Man iw moe dl 
, , 
7 pa! , addy A . 
ent qi an a a me tet oy al mr ‘ 
ue A it As he ” { nee i Britons v 1 v eee 
508 Pees 
‘ Hi 
Lahm xh Gee ee 
ae es “ valet Kec hones acleris fork ir “eae 
kaye He) Te Ht St Pn ic mi Oe RH ofhieasanydaniny Re Wee er ADEN GD 
‘T° : Asics), rzyotnes np able vibe vi fey * da : ste thae aay r id 
‘ feomoe Se cel hate pet 
Be ON. ‘ Nera: 5 Le EL mA eae Chri cy i 
OCS v S igs} V mM £ Ms E i i . idk oe Thraald Be t hah 


1B 275. 


leeway one way or another. 

MR. MAYLAND: We asked for three times what 

we requirec during the present month in order to get some 
storage and we were not able to pet it. 

THE CHAIRMAN: 4g I underStand the record now, 
Mr. Cottle apeaking for the Hbehar Bays that he does not 
care whether your nomination , that which he takes into 
account in making his allnwables, is predicated on what you 
will use in your refinery to make gasoline at the moment or 
put into storage tanks. He will predicate his allewables 


on the one as much as the other. 


MR. “MAHAPFY: { am glad to have what clarified, 

ot Age 

THE CHATRIMAN: I had not that impression at all 
* 


so I am glad to have it clear toe. 

MR. COTT LE: That is the policy and always has 
been the policy. 

MR. MAGAFTFY: On othe Gther hand, there is 

no object in us putting in a nomination for 400,000 barrels 

if Mr. Cattle cuts it to 20,000, as was done the past year. 

Those, of course, are not: the exact figures. 

MR. COTTLE: L CO not see that it makes any 


differencc. 


MR. MAHAFFFY: It means we cannot Dut ‘any in 
storage. 
MR. COTTLE: No. The only way you can ¢é¢t oil 


into storage is to get possession of the oil to put it there. 
On your nomination it makes no difference to us what amount 
of oil you were going to get. All we are interested in lig 
to see that sufficient oil is produced for all purposes. 


MR. COMMISSIONER LIPSETT: if he puts in for 40,000 and 
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there is only 20,000 taken intc the. calculations, would not. 
that mean that his well would be cut Gown by the proportion 
of that remaining 20,000? 

MR. COTTLE: | It would be véry, very slight. 
One wellts proportion of thé total would hadve no bearing on 
the adequacy of the total supply. 

MR. MAHAPFY: "Oo, but if everybody else puts 
their nominations in on an accurate basis and we do too and 
we put in for 40,000 barrels and you. put it in for 20,000 
barrels, gome body is going to be 20,000 barrels short. 

Mey cannot help but be. Hy client. put in an expensive 
tankage system down there the last year, 80,000 barrels, 

and heretofore they had not been able to take advantage of 


those storage facilities. 


MR. COTTLE: Why? 
MR, MAHaAFFY: Because we cannct get the oil. 
MR. COPTTLE: Because no one will sell you the 


oil? The Board has always been willing to have as much oil 
produced as will be taken, ‘fe cannot see to it that you 
get delivery of the oil nor can we see to it that you take 
the oil that you nominate. 

THE CHAIRMAN: | That is just the whole point, 
whether you should not be compelled to see to it. You are 
interfering vith the man's use of his own well. At common 
law He Gould take all. that oll and fill his tanks and’ he 
would not have to ask anybody.’ Now, he has to ask you. 
Mies IP sow are interforing with his rights at common 
law it must be geen to that you do not interfere unjustly. 
However, you say "You can go and get it where you like." 

He says "All right, I would like to get it out of my own 


wells , and what have you got to say about it?" You say 
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“Ye have a lot to say about it, the Act says we have to 
conserve." 

MR. MAYLAND: We did try) to.do, that. 

TH; CHaIRMAN: {t is the present legislation. 
They were probably doing the right thing. The thing ig 
should this be changed; That is what I am trying to get 
guiddnoé about: Should that be changed. ™r. Cottle has 

no interest in harming anybody. He has the act to work under. 
If that Act is wrong we should recommend its change. I am 
trying tO. probe arourd in the dark to see if it is wrong 
and secondly, to see what change would work out equitably 
for everybody. 

MR. MAHAFFY: the  A0t. 18 @11 right, pecause;: 14% 
does not say one word about pro-rating to market, and that 
is wheres the whole trouble ,comes in. 

THE CHAIRMAN; All right, them pernaps the 
Board is exceeding its power and if you thought that 

no doubt you would have acted long since to stop that. 

MR. MAHAFFY:; They have been treating us fairly 
reasonably but if they do what they threaten to do on 
September 25th that may change the situation. 

THE CHARRMAN: Regardless of any threat or 
anything, something should be fair and good for everyone 
down there. Quite aside from private fights, sonething 
should be right. Now, it is not enough to say "Weld, we 
can Yo and buy some more land,” and so on, as I’ see it, 
because your client may have plenty of land if he is left 
alone to deal with his oil as he likes. That is he could 
at common law. Now, you interfere with him. all right, 

if you interfere with him in such fashion that he does not 


suffer injustice. Does he suffer injustice? I do not know. 
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{It is said "Well, we interfere with everybody in the same way 
and it just happens to work out unfairly for the small fellow" 
MR. MAHAPFY: The more wells the big fellow 
drills the worse it gets. | 

TH! CHATRMaN: OF Coursecso: (t is, absolatery 
aries. OL Comservation everywhere. Pet Ona iy. Wien uae Nei 

has a very distinet tendency towards monopcly, as practised 
in America, ‘there are many who say its evils more than over - 
balance its benefits. There are others who say its benefits 
are unlimited. Lt those were the only two statements you 
HevertoO Uae) alt right, we viitiedtose the books. 

MR, MsaHAFFY: Those are the only two. ‘We 

started out to make this temporary argument and I said I 
would submit my argument with the general argument later, 
ences WOuld stilt like’ to do, that. 

THE CHATRiiAN: It cannot be said we have not 
encouraged you in the very short argument you st"rted to make. 
MR. MAHAPFFY: That LS Tight, SLesy “Lp nas iesped 


a long time for 4 brief argument. 


(at this stage the Hearing was adjourned until 10:30 a. ii. 


20th September, 1939.) 
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20th September, 1959. 


MR. FRALEY: I am calling Mr. Logio. 


THOMAS LOGIE,having been 
recalled, examined by Mr. Frawley, said: 
MR. Logie, you are still under oath? 
Yes. 
Somo time during these weeks you have supplisd Mr. Cottle 
at his reguest with certain financial information with 
reference to the Lion Oil Limited and Lion Refining Company? 
Yes 
I want to show you and I want you to formally put in 
evidence the dccuments you have supplicd to Mr. Cottle. 
Now you pick them out and give them to me in the proper order, 
in the way they should go in, in order. Wow the first 
document you producs, Mr. Logie, and which you have supplied 
already to Mr. Cottle is a statement showing analysis of 


crude purchases, 1938, Lion Refining Company? 


Yes. 

MR. FRAVLEY: t offer that as an Exhibit. 
(STATEMENT StOWw ING AN ANALYSIS 
OF CRUDE FURCHASES 1938 LION 
RGFINING COMPANY HBR MARKND 
AS BXHIBIT "596".) 

THE CHAIRMAN: That is described as what? 

MR. FRAWLEY: It is described as Lion 


Refining Company, analysis of crudo purchasos, 1938. 

Then you produce a statement, Lion Refining Company, analysis 
of Casing Head Purchases, 1938? 

Yes. 


MR. FRAWLEY: I offer that es the next 


Exhibit. 
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T. Logie 
(LION REFINING COMPANY ANALYSIS 
OF CASING HEAD PURCHASES, 1936, 
PRODUCED AND MARKED AS BXHIBIT 
B07 hes 

@ MR. FRAWLEY: Then the next thing yuu supplied 


to ir. Cottle at his request and which you are now producing 
to ths Commission is an analysis of manufacturing wages for 
the year, 1938, Lion Refining Company? 
YeSe 
(STATEMENT SHOWING ANALYSIS OF 
MANUFACTURING WAGHS FOR TH 
YHAR 1938, LION REFINING COMPANY 
Teco ate AND MARKED AS BXHIBIT 
Then you aro, how would you doscribe the romalning documents 
you produce? 
Profit and Loss Statements by products for Lion Oils Limitocd, 
1938, Consumers! Sales only. 
Doss that describe the whole of it? 
And details of that statement. 
MR. FRAWLEY: So the witness is now producing 
a statement called, Profit and Loss Statement by Products, 


1938, Consumers! Sales only, Lion Oils Limited. 


(STATEMENT PRODUCED AND HERD 
MARKED EXHIBIT "599". ) 


MRe FRAWLEY: That is all, thankse 
MR. PLOTKINS: Mey I ask him a question? 
MR. PLOTKINS: Mre Lugie, would you be good 


enough to explain to the Commission so that they can botter 
understand these statements, what you did and why, in oach 
statement, what you were trying to bring out, what information 
you were trying to bring out, take each statement in turn. 
MAJOR LIPSHTT: You have not copies of these? 
MR. FRAWLEY: Mr. Cottle will have to explain 
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MR. PLOTEIWS: Iam not going to go into 

details but just give a gencral idea why these statements 

were made and what LT ra See rT to show. 

MR. FRAWLEY: All right. 

MR. PLOTKINS: Bocause Mr. Cottle, after all, 
can only give his views on it and we will show what we have 
done and why. 

THE CHAIRMAN: All right, go ahead. 

WITNESS: Well the statement Exhibit "599" 
purports to show the net margin --- 

MR. FRAWLEY: What I am doing, Mr. FPlotkins, 

is putting in evidence certain material which Mr. Cottle has 
had for weeks end I have no intention of discussing it at 

the moment. The Commission will havo it eventually through 
Mr. Cottle and Dr. Frey. I have to put in all thse evidence 
which they had but I do not want to step you from offering 

any explanation you like to offer but it seems to me it will 

be a Llittlc aut of balance and porhaps not very well understood. 
MR. PLOTKINS: Vell I think. we should make a 
brief explanation, even for the benofit of Mr. Cottle and 

Dre HS. - 

Mi. FRAWLEY?! Well yes, if you think. so but 
surely this has been the subject of discussion between you 

and Mr. Co.tle and Mr. Cottle knows your point of view and 

you know his. 

THE CHAIRMAN: Wo will not stop you, Mr. Plotkins. 
MRy © LOLRING: I think there is some information 
which should be brought out, that arises from theso statements. 
THE CHAIRMAN: Yes, teke each statement and say 


What it is as quickly as you cano 
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WITNHSS: Exhibit "596", Lion Refining 
Company Analysis of Crudo Purchases, 1938. This was a 
statement which Mr. Cottlco requested meroly to verify tho 
total as shown by the kKoefining Statoment which wo submitted. 
THE CHAIRMAN: Yese 
The same can ba said about Exhibit "597", the Analysis of 
Casing Head Purchases, 1938, and also Exhibit "598", Those 
wero statements that Br. Cottle requcsted merely to sub- 
stantiate the statements which I have already submitted. 

Now ixhibit "599", statement 
of Profit and Loss by Products for Lion Oils Limited is a 
statement of the consumer gallonage of the company purporting 
to bring out the net margin per gallon. 
MR. PLOTKINS: When you sy consumer grllonage, 
why do you sey consumer gxllonage? 
Because our sales to jobbers have been eliminated entirely 
from this statement. 
Why have they boen eliminated? 
Well the statement that we wanted was to show what the net 
back to the company was on its regular customer business and 
if we foek one jobber sales into consideration it would 
distort the picture quite a bit. 
It would not reflect the true position? 
It would not reflect the true position. 
Now what docs the statement show in briof, without going into 
a lot of details? 
It shows that the total net back to the company per gallon 
amounts to .713 cents per gallone 
On an average? 


On an average of over-all profits, that is the refined products. 
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Q Now how is that figure arrived at, Gey ee taking into 
consideration and properly allocating administration and 
Selling expensos? 

A Yell it has been tekon by allocating the expenscos both 
administration and service stations and handling expenses, on 
a basis of each product's poréeentago tv the total sales valuo. 
That is the method we have usod in distributing the oxpenses 
to the various products. 

Q And you sey that that statemont shows on average net prcfit 


to the Lion Oils of .713? 


4 That is right. 

Q That is a little less than throe quartors of a cent a gallon? 

A Yess 

Q Marketing profit for all the proudusts, all the sales of the 
3ompany, during the year 1938? 

4S That is all the gallonago salcs. 

Q@ All the consumer gallonage sales? 

4 Yes. 

q What else doos it purport to give? 

A I do not quite understand that. 

Q Can you givo, does this statement furnish any vther information 


as a result of the survey? 

A It shows the not margin in poréentage of sales; it shows the 
administration expensesas a percontage of sales; station 
expenses as mm percentage of salos. 


And that is about all, is it not? 


4s YeSo | 
MR. FRAWLEY: Thank yous 
Q MAJOR LIPSBTT: Hs thay Drorit of «Vis, 16 that 
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No, that is a marketing profit. That.is just taking the 
Lion Oils Limited operations. It does not take the Lion 
Refining Operations into the picture at all. That is the 
Liou Refining Company sells to the marketing company. 

It takes the price fixod by the refining company as-a basis? 
Yes. 

And from that it takes itsgross marketing return? 

That is it. 

And it arrives at this not profit of .713 on marketing alone? 
Yoss. 

Mie PLOTRI NG: Mr. Logie, while the Commissioner 
has asked that, would you mind telling us, is it not correct 
that we attempted to disregard the companies and take the 
refining company's costs and take the total return from the 
marketing company «nd ettempted to get a statemont that would 
reflect the’ situation as if there were no company, cr one 
company, that is all the oporations wore carrivd on by one 
company and what wns the result? 

"ell it was very difficult to arrive at what we thought was a 
fair picture because the jobber’s sales would bring down the 
not back on certain products which would distort the 
distribution of vosts over the whole picture if wo used tho sles 
realization net pack. 

In other words to get a correct intcrpretation of the 

fact as it applies to both companies and by the sales 
roalization method, it was impossible to givo a statement 
combining all the operations which would reflect somewheres 
near the truth, in other words it didn't soem to be --- 

It didn't seem to be possible. 

The facts were distorted and did not have any relation to 


the truth as we soe it? 
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Yese 

why was that, apart from the jobber's sales? 

“ell I do not know, The allocation of all the expenses 

Was more or less the same. There was the same argument as 
the allocation of jobber's sales, that we could not allocate 
the expenses properly under the sales roalization te tho4 
because certain products were not giving us a true picture 

of the return. 

Is it not better to oxplain it this wav, to say that vecause 
the company refines and sells to the jobbers ona jobber 
basis, refines and sells on a wholesale basis, that is by 
the drum; refines and sells and markets ona retail basis, 
each one of them involving a different degree of service and 
cost , that it was impossible to relats that cost on tho 
ultimate realization of all the profits, is that not what 
actually happened? 

Yes, we could not allocate properly tue expenses attributable 
to jobber‘s sales, wholesale sales and retail sales. 

All right, and not only that but you could not use the amount 
realized on an average for any givon product? 

NO. 

Becausd of the wide disparity between the pricc received for 
the same products when sold to jobbers and the price received 
when sold by retail; in the case of Lion ‘white it came down 
from 4 9 Gent to 20 cents retail? 

Yese 

So it was impossible by the sales realization method and that 
is the only ono we know how to do, to allocate back the cost 
on the basis of ultimate realization? 


We could have done it had we jobbed all our sales. 
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Q That is what we are doing now, when we split up into two 


companies, we actually reflect the correct --- 


S Yes. 

Q Actually what phappons? 

A Yes. ° 

Q The refining company manufactures and sells to Lion Oils 
on a competitive basis? 

A Yes. 

q And Lion Oils markets it on a competitive basis? 

4 Yes. 


Q So thercfore these two statoments reflect to the best nf our 


ability the true situe tion? 


4 Yee. 
MRe PLOTKINS:; Yes, 
Q MAJOR LIPSEIT: Lt does not includo sales to 


joubers or sales wholesalo? 


MR. PLOTKIWS: The Refining Company does. 
MAJOR LIPSETT: DUv this Bxehioit Vogon? 

MR. PLOTLINS: Manet O99, sno. Well that 
is not exactly correct. What we mean, Mr. Commissioner, is 


that we have eliminated the amount in dollars and cents of 
sales to jobbers from these figures but the administration 

and general figures shown here are arrived at after allocating 
to the Lion Oil Company administration and general, a portion 
of the profits or margin from the jobber's sales so as to 
reflect the true cost of handling the jobber's sales and we 
have done that so as to comc to the truth as near as we 
possibly could and these figures have been checked against the 
actual realization of cach ccmpany and they come out within 
one or one and a half per cent, so that we have a test check 


on them. 


i 


. 
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MR. PLOTKINS: Now would you say, Mr. Logie, 
that these figures are true and absolutely correct according 
to the records of the both companies, the Lion Refining 
Company and the Lion Oils Limited? 

To the best of my ability. 


And that they can be relied on to that extont? 


YoSo 

MR. PRAWLEY: Thank You. 

THis CHAT AMAN: The next witness. 

MR. PLOTKINS: I would like to go into the 


Witness Box for five minutes and go over three figures here 
which Mr. Logie, I cannot question Mr. Logie about them and 


I want to make some remarks on them. 


MR. FRAWLEY: Dealing with the Exhibits just 
filed? 

MR. PLOTKINS: Yese 

MR. PFRAULEY: Then use tile Exhibit just filed. 


LEON L. PLOTXINS, having beon 
recelleds 
WITNESS: After the statements were 
prepared certain facts became apparent and on this statement -- 
MR. FRALEY: Give it its number please. 
Bxhibit "599", there are threo columns that show a loss, 
marked out in reds 

Qne of them is "Gold". The 
sales were $68,592.41. The gallonage handled by the Lion 
Oils wes 413,363 gelions. Now that particular product is 
purchesed from the Texas Company, trucked to Calgary and sold 
in competition with other leaded standard gasoline. Now 


that particular item shows a_loss of $1,558.85. In other 
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words after bearing its true and proper share of administration 
and selling expenses it has resulted in a loss of $1,558.85, 

or a loss of .377 cents per gallon, a little better than one 
third of a cent a gallon. In other words we have marketed 
that for nothing and paid for the privilege of marketing it. 

Tow "Pligh*" is another 
product which we purchase. Flight is avery cheap gasoline 
consisting mostly from 85 to 95% absorption gasoline, casing 
head, which we also purchase. Last year we purchased it 
from the Imperial and from the Gas and Oil. Now we wore 
called upon to pay a price which resulted when we sold it in 
competition with the other comapnies, resulted in a loss of 
pOBb1 ble Now the amount of money we handled there was 
oLd,115-79 and the loss per gallon was .302; in cther words 
we lost roughly one third, of a cent @ gallon handling it. 

Now that is the second product. 

Then the thizd product is 
nephtha. Naphtha is a product w3 purchase from the Imperial 
or from the Gas and Oil. In the esrly part of the year we 
purchased it, as I recollect, from the Imperial. Later on 
we purchased it from the Gas and Oil. 

Now all these purchased products 
we naturally have to go in the market and pay what the best, 
we must make the best arrangement we can and buy it and being 
we are not producing it or I am not in a position to produce 
it, wo naturally have to pay the price that wo are asked end 
after we have bought eae products we have to go out and 
sell them in competition with the other companies, amongst 
whom are the companics that manufacture those products. 

Now that particular product 


"Nea phtha" resulted in a loss of $63.56, or .07 cents. 
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Roughly it just balanced. 

Now the point I am going to 
make is this, that we had a spread on Gold, that is our 
Gold is what we call it, Gold Gasoline, it is a standard 
leaded gasoline that we purchased from the Texas Cumpany, 
the average spread was 3s cents per gallon. In other words 
the laid down cost at our refinery was 3: cents below the 
Imperial posted tank wagnn price at Calgary. 

Now as we have been informed, 
the other companies, Maple Leaf, Bell and Canadian Oils, 
have been working on ae 6 cent margin. Now naturally our 
marketing cost being slightly more than 3, cents, i* amounts 
to 3.87, and wo took a loss into consideration. If we had 
had a 6 cents spread wo would have shown a very handsome 
profit becauso wo handied 414,000 gelions of it but we did 
not and the roason we iG ee is because the best arrangement 
we were able to make or were eble to make last year was to 
take a 3: cent spread. Now we could not do any better from 
the Imperial or the British Americen or enybody olse. 

Now in connection with "Plight", 
Casing Head is the same thing, we had to buy that and sell it 
in competition with the Imperial because the Imp3rial sets 
the price, at a price that there was no margin. The Imperial 
knew it, the other companies knew it. 

Nov; Nephtha the same way. 
What I am trying to point out is this that bocause of the 
industry's ability, the major, dominant unit in the industry's 
ability to set the price for the sale, the sale price and 
because of tho industry's ability to set tank wagon prices 
for the sale by drum and beceuse of tho industry's ability to 


set jobber prices, - forgetting about crude entirely, - they 
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are able to judge and ascertain what is the cost vf marketing 
by the average small company or even the reasonably large 
Gompany and the margins are set accordingly. Wow we find 
then --=- 

THE CHAIRMAN: Now what point are you making? 
This is the point, I am coming to it now. 

You say they get to know where you are at, so to speak? 

Where we are ate 

Yes? 

And our company is only one of dozens of marketing cumpanios 
and because of the situation that is created, where we work 
for nothing, in other words the average marketing company 
works fcr practically nothing ~---- 

Yes? 

And they have ts rely on other services, such as selling other 
goods, to make a profit and they market leaded products and 
other preducts manufactured by the major companies at cost 

and so that the result is, where there is apparently a lot of 
competition, I mean dozens of companies fighting over the 
business, actually, because of the control exercised in the 
profit, in the margins and in the marketing costs there is 


BOL Prot Lies Now that is all I want to say. 


THE CHAIRMAN: Fa el ee oh ed a 
MAJOR LIPSETT: What distinguishes you, 


Mr. Plotkins, getting only 3y cents a gallon from Imperial 

or anyone else, from the jobber that gets 6 cents, what is 

the distinction? 

Well the jobber that gets 6 cents is usually, and in Alberta, 
practically 100% a subsidiary of the company that grants the 
mMargine 


MR. FRAWLEY: Vell now, what does that mean, 
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is the Union Oil Company a subsidiary --- 

A No, I said usually. 

Q Or the Canadian? 

4 Yes. The Canadian at the present time is not a subsidiary 
of the Imperial but it certainly is owned by the Standard Oil 
of New Jersey but apart from thet --- 

Q There is not a word of evidence that that is but let that 
pass, cannot you get your products for less, cannot you buy 
your leaded products at a greater, better spread than 43 cents 
1% you bought from the Imperial? 

A No. They offered at one time 5 cents but when we came to 
actually take it they ssid 33, exactly whet we are getting. 


You do not think if you went to the Meple Leaf or the Imperial 


2 


today that you could not get as good on deal from them as 
Mr. Moylend's company gets? 

A I would not say today. I am talking about what happened in 
1938. Wheat happened in 1948 is this, that apperently the 
Imperial had convinced themselves thet because there was no 
source of supply other than themselves that the jobbers, that 
is the independent jobbers, - now there is a big distinction 
between the independent jobbers and anyone like the Union Oi1,- 
we are not going to be in a position to buy leaded products 
except at what marginel price the Imperial was going to sell 
Pt. Naturally we would heave to accept whatever price the 
Imperial was willing to sell at and the fect is that I 
attempted to buy from them and did not succeed. Now the only 
thing which upset the applecart last year is the entry of 
the Texas Company into the market and that is the first time 
in my knowledge they departed from their usual policy of not 


selling jobbers. In the States my information is that they 
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do not sell to anybody except themselves but here they 
started to help us by selling us lesded products. 

Then when they sell to’Artic, do you think you have as good 
a deal as they have? 

Yes, I have except it heppens to hot work out exactly the 
seme for this reeson, thet 1 am located in Calgary and I 
buy my products exactly at the seme price as Artic does 
f.oe-b.- the refinery down there but when it is related to the 
Celgary price against the Lethbridge price, it does not work 
out. the same. 

MR. FRAWLEY: All right, Mr. Plotkins, 

thank youe is that alle 


MAJOR LIPSETT: YGS. 


( Go to Pege 13,293 } 
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HENRY J. APPLETON, recalled: 
MR. FRAWLEY: . hr. Appleton, you are still 
under oath? 
yeas 
There has been from time to time some comment in the 
Commission's evidence by various witnesses with respect to 
the gasoline tax; the tax itself, the 7 cent tax that is 
imposed; the) buraen, if there be any, which is involved in 
the collection, the administration of the Statute, and 
generally. Sco it has been thought advisable to have a 
statement with respect to this tax by a representative of 
the Department which administers it, and that is why you 
have been called. You are a member of the staff vf the 
Department of the Provincial Secretary? 
Yes. 
That is the Department which administers the Fuel Oil Tax Act? 
Yes. 
You have nothing at all to do with the Fuel Oil Licensing Act? 
Nothing whatever. 
Your capacity in the Department is what? 
I audit the Oil Companies and see that we get the tax. 
I want to know what you are. You are an auditeur for this 
Department in the gouthern part of the Province? 
Covering the whole of the Province. 
Covering the wile of the Province? 
Yes. 
You operate out of Calgary though? 
Calgary. 
Do all the auditors operate out of Calgary? 


Yes. 
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That is the way it happens to bef 

There are two, jue. 

You and Mr.----- 

Mr. Howell. 

There is nobody in Edmonton? 

No. 

So you and Mr. Howell do it for the whole of the Prov 11ce., 
but you operate out of Calgary? 

¥es. 

I suppose the officers of the oi2 companies are situated in 
Roe, 

Yes. 

What Department of the Government do you cvume under? 

Tis Department of Provine ial Secretary. 

MR. FRAWLEY: ,.And have you prepared a brief 
memorandum setting out a few of the material facts concerned 
with this Statute? 

Yes. i216 moguiy here for my own information. 1 had ome 
idea it wag to be presented to the Commissior.. 

bo you think it woulc go into the record better if you slowly 
read the memorandum into the record rather than file it? 
WoLty ol GOULd Det. Lee. 

Well, if you have some copies ws will file it? 

Yes, [ have gome copies. 

MR. FRAVIE Y: The witness files a memorandum, 
Mr. Chairman, dealing with the Statute, the Fuel Oil Tax Act, 
anc I offer this as an Exhibit. 


(MEMORANDUM IN QUESTION IS 
NOW MARKET EXHIBIT "600". ) 


Perio your nade pernaps, better peat it inte. the, record 


and if questions arise afterwards they may be asked. 
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Hs. Js Appleton. 
TH: CHAIRMAN: Is that the correct name of the act? 
MR. FRAWLEY: The Fuel 0i1 Tax Act, 1936, 
being Chapter 9 of the Statutes of 1936. I do not propose 
to file the Statute. I have given you pamphlet copies 
Cf eG. Bein Mien serve A purpose to Pilertue;remnlations, 
although ,uhey pear, the imprint of) the King's Printer and 
need. not, be Liled. But. perhaps, to. have figpart of the 
record’? 
I have one copy here with the regulations and the amendments 
pinned together, of the act and the amendments. 
Let me show you these now. Is there just one sheet of 
amendments? 
Just one sheet of amendments. 
VR. FRAWLEY: LewWwill Pues anemia nd pened 
Supplement it with copies, I am filing Chapter 9 of 1936, 
being wine wWuel O11 Tax Kan, L9S6s) OGlia piCi cna Lae oor, 
being the Fuel Oil Tax act, 1936, sAmendment Act, 1929. 
That is the complete Statute then? 
Yes. 
Then I.am filing ,the regulations which consist of the original 
regulations, dated the 27th of April, 1936, and Amendments 
dated the 9th of May, 1936, the lst of March, 1939, and) the 
lst of March, 1939, there being two sets of amendments? 
Two sets of amendmerts, yes. 
MR. FRAWLEY: That had better be marked Exhibit 
"601" and I will have, with Mr. appleton's help, complete 
sets of what I have just filed, presented to the Commission? 
Yes. 


(DOCUMENTS IN QUESTION aRE 
NOW MaRKED EXHIBIT "601". ) 


Wilt you proceed with the memorandum you have prepared? 
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H. o: Appleton. 


THE CHAIRMAN: You will give us copies of the 
Memorandum too? 
MR. FRAWLEY: Yes, because we have not got 
enough copies, but we will have copies made. 
m The Fuel Oil Tax Act, 1936 with amendments and 
VReguULauLOne put 6 tax, on all’ Fuel Ofis, of 7 cents 
"per gallon. But Provisions are made in the Regulations 
"giving the Minister the right to grant permits to 
Texempn 2rom the payment of tex, Fuel O11 when used for 
"the specifie purpose mentioned in the permit; 
"the following exemptions are grante@: (Under Permit) 
"mi. Cleaning Solvents, used in-Dry Cleaning establishments. 
"2, Heavy Residuum Fuel Oil when used for oil well 
development purposes." 
You are dealing with exemptions. Percste ot alk if noting 
was exempt at all, what would the tax be paid upon? 
7 Gente on ali fuel otk sold. 
What does that mean? 
Fuel oil covers all menufactured products from crude petroleum. 
Thateis-exectly what it i¢. It is any product manufactured 
from erude petroleum? 
165. 
Ti OULer Words, clues a very, very wide definition that 
MOU Calls Tuell OL. 2 
ip actus lily covers, tne pDiending of the various products, 
such as benzgol and such things as that mentioned in the 
Act itself, bengol and naphtha. 
1b Might be interesting for the. Commission to know, is it 
the widest definition in any Canadian Gasoline Taxing 


Statute? 
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H. J. Appleton. 


It covers what is commonly called gasoline of all grades, 
distiibates of allimerades}; Diesel fuels of all grades 
and every petroleum product one could think of for use for 
generating power in internal combustion engines, fuel oil 
within the meaning of this Statute? 
Or fuel which could be mixed mee other products to be used 
in internal combustion engines. 
iat being vihevder tition, youvare now’ going to tell us 
what the Statute and Regulations do with regard tc exemptions 
From, the. sax? 
Yes. 
"S. Heavy Residuum Fuel Oil when used in oil hurning 
: hocomotives and for burning in furnaces at Fitting 
" and Repair Shops of Railway Companies.” 
That is a special exemption under Section 4, Subsection 4 
of the Regulations. 
"ay, Pael OL1l to Municipalities for dust laying purposes. 
"5, Fuel Oil for the preventive treatment on cross ties, 
" switch ties and on sawn or round material in creosoting 
plante. 
"Gut. Vapor spray Oil, used by Coal companies to spray coal. 
fame PONesULC Stove Old, used for domestic heating purposes, 
m Tax free coupons are provided for this purpose, which 
4 have to accompany the monthly returns of the company 
4 Ssellivim tomeiowoLory tne deduction of this from tneir 
: taxable gallonage. 
"6, Illuminating Kerosene, coupons are also provided for 
a this, to allow this to be sold tax free by the companies 
: to the consumers. The QCil Companies can obtain the 
" Domestic Heating and Illuminating Kerosene coupons by 


a applying to Edmonton and stating their requirements for 
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J. Appleton. 


the year. 

Exemption is also granted on sales an ah utwel sai 
when made to the Dominion Government, for use by the 
Dominion Government in Government owned vehicles. 
Forms arc supplied by the department so that the 
person obtaining the fuel an can sign to the erresay 
that it is used in a Dominion Government vehicle. 


Exports to other Provinces are also exempt from the tax." 


Those are the total exemptions which we have. 


VR . 


COMMISSIONER LIPSETT: What is 10? 


SO, isnaddecy Exports atovothersProvinces. 


MR. 


FRAWLEY: In other words, there is no 


attempt to collect on what is exported to Saskatchewan? 


No. 
MR. 
MR. 


MR. 


COMMISSIONER LIPSETT:- It is not in this copy. 
FRATLEY: NOwi iu 28 Not in the copy. 
COMMISSIONER LIPSETT: Exports to what? 


Exports to Saskatchewan or British Columbia or anywhere. 


MR. FRAWDLEY: Mr. Appleton has interpolated 
that. 

MR. COMMISSIONER LIPSETT: I just wanted to put it in 
the copy. 

MR. FRAWIEY: If you just said "exports", 
Mr. Commissioner. 


Lb The TPebate or Fuel, Oil Tax to farmers - is now 
"taken care of by rebate coupons. These coupons 
"represent the six cents tax that was previously 
"refunded to the farmer after he had paid the tax 

"of 7 cents in cash. These coupons represent $2.70 and 
Tare to cover the purchase of a drum of fuel oil (45 
tealions\. The coupons being valued at 2.70 and one 


"gent tax to pay, brings this to $3.15 the amount of 
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He AevAoeleton. 


"tax due on 45 gallons." 
MR. FRAWIEY: You speak about rebate on the 
sale of petroleum products to farmers? 
mo Tarmers; yes: 
The tax-itself igs hw much? 
7 cents. 


And the rebate to the farmer? 


With some limitation on the transactions which are the 
Sue socusen refund mor rebate? 

No, the only thing is they have to apvly to kdmonton, stating 
their requirements for the year, and that the gasoline is 
used Tor agricultural purposes. 

A refund is allowed only on the petroleum products used or 
required for agricultural: purposes? 

Yee: 

What does that mean? 

Aetual operation in the tractor on the farm. 

Porat eters “a oruck wiich he Uses invhis Larming 
operations to bring his produce to his market town, is that 
agricultural purposes? 

NO. 

Pie Hesulavions and the Stetute are speciric about thavy 


Yes. Gasoline used in trucks is not exempt. 


Ife person had @ truck which never left his farm. Supposing 


He tecMar tech tricking from one part or his property ‘to 
another. Would the gasoline used in that truck be subject 
to exemption? 

wo), 2b would still be taxable. 


In any event, the Regulations and the administration of it. 
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He va ADD LEtON. 


by your Department does not include that sort of operation? 
No. 

Really, it is simply the gasoline that is used by the farmer 
in his tractor+--- 

Or stationary engine. 

Or stationary engine? 

On “the Term. 

On the farm for agricultural purposes? 

Yes. 

But on all other gasoline, distillates and so on the farmer 
uses, he---- 

pers taxed 7 cents: 

Just the same as the ordinary city motorist? 

Yes. 

MR. PLOTKINS: gr OU Might explains the me taod 

by which the farmers obtain the exemption certificates. 

MR. FRAWIEY: Perhags that is being done in 

the memorandum. 

I mention here that the coupons---- 

MR. PLOTK INS: But the actual procedure sc that 
we can picture it. 

MR. FRAWLEY: What Mr. Plotkins means is to 

go back to the last paragraph and elaborate upon the mechanics 
On the Tarher ceetuing his gesoline at l.cent, that is 
gasoline for agricultural purposes? 

MR. PLOTKINS: Because there is actually no rebate. 
No. The first of March every year a farmer has to make 
application to Edmonton stating the requirements he needs 

in gasoline for that year. He is then allotted a.certain 


number of coupons which cover a 45 gallon drum each. These 
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H. ¢. Appleton. 


represent at 6 cents each $2.70 each, and these are the 
coupons which he turns in when he purchases his gasoline 
for farm use during the year. 

MR. FRAWLEY: When you come back, Mr. Appleton, 
tO Tile a set oF Resulations, would you Oring one or theses 
coupons and file it as a specimen copy? 

MR. HARVIE: And the application too. 

il ¢an get the application easily. The coupons: would 
naturally have to come from Hdmonton. [I would not have any 
of those. 

MR. FRAWHY: You mac better ‘arrange to leave 
some sent down? 

vec. 


MR. PLOTKINS: And the application form? 


That wouldbe_quite easy, to get it. We have those downstairs. 


MR. FRAWLEY: Aid rienc, go on withoyour 
memorandum. 
"Oiner Terunds are. sranted for the.following. purposes: 
"(No coupons are granted in these cases, the purchaser 
‘Oust Laurel pay thea roll 7 cente tax and then apply cor 
"refund) 
"a. For the operation of aeroplanes or motor boats; 
"bp. For the operation of stationary engines. 
"Ge, YOR thie Overaevion or portable engines and tractors 
‘i when. used on other than publie highways. 
Ts alor thevoperavion of losing trucks) when, used 
m exclusively on other than public highways. 
Ne. For the operation of vehicles solely owned, con- 
bi trolled and operated by a Municipality and used 


Mi exclusively with the municipality. 
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i. J « Appdevon:. 
"ge, For any industrial purpose otherwise than in the 
i! operation of motor vehicles. 
"he. For the operation of domestic appliances and for 
t lighting and heating, and where the person by whom 


the fuel oil is so consumed produces to the Minister 


H satisfactory proof; in the manner and within any 
y time prescribed by the Regulatons, of the payment 
i Of Sie tas Dyvitameand Of the consumption of the 
a fuel oil, the Minister shall pay to that person from 
4 the General Revenue Fund an amount equal to six 
" CENTS AES SaLeomion Ther uel moi lb isomecnsumed..” 

MR. FRAWIE Y: That means there is also side by 


side with the coupon system whereby a farmer gets a number 
of coupons in advance which he uses as cash almost, you 
might say? 

Yess 

And instead of paying the 7 cents tax on a @rum of gasoline, 
Heepays Vie worice teletheteasoiine and Leoceniiendsherpays, 
you might say, the coupons? 

yes. 

And that «makes vup the 7 cents? 

Yes: 

LAISaayelLondvso ahha trap iaerewie;a refund 
Yes. 

In addition also to the exemptions---- by the way yodlawyou 
indicate the manner in which those exemptions--~onh, yes, 
under permit? 

Under permit. 

That means there is issued at the beginning of the year---- 
No 


, Sachicase is specificellyxudealt wi th. 
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Be «iy ADDLETON. 
Bach case obtains a permit? 
They must apply to Edmonton for this permit in the first 
instance. 
If a company wants to use a petroleum product for treatment 
of ties, that company, that wood preserving company or 
whatever it might be, applies to #dmonton for a permit? 
Yes. 
And that permit is sent---- 
To them, and a copy to the company from which they are 
purchasing. 
The next bling is\ a refund.’ The third class 1s people wip 
pay the 7 cents tax and then they apply on proper forms to 
your Department for a refund of 6 cents? 
Yea. 
PiGmonei ut ule Case 1S. passed upon Pavouranly ae rerund.o. 
G@ Gente, ie eranted? 
That means industrialists. 
Yes, but I was interested in what you told me yesterday, 
that some farmers prefer to do it that way also? 
Yes, there are a number of farmers who prefer not to use 
GCupons and pey the 7 cents tax and an the end of the 
season will apply to Edmonton for a refund of that 6 cents. 
All right, you heave really completed that statement then? 
Less 
MR. FRAWLEY: are there any forms that anybody 
would like to file that are used in connection with these 
refunds. There are forms. 
MR. COMMISSIONER LIPSETT: The 6 cents, Mr. Frawley, applies 
under every head from a to h. on page <2. 
MR. FRaWLEY: Yes. 
MR. OOMMISSIONER LIPSETT: It is set out under the letter h 


for domestic appliances, but it applies to all? 
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Hi ws ADpLeton. 


MR. FRAVORY: You see what is drawn to your 

attention. On page 2 of your memorandum. It is a refund 

Ch fb Gender OlranwG, On UC. 2, g and Hh? 

es. 

They are all a six cents refund? 

All a six cent refund. 

in neces to fliine forms, i think you should Tile all your, forme 

tozcetie; and 16 there are any forms in connection with the 

retunds you maght file those too? 

IT will. 

ft Measoveen Lert Ol 0 in this, inadvertently, I supposes 

Noe oere mee no LL bnere ay all. 

No, vue there a ao eanrd 17 

IT have used these exactly the same as they are taken out of 

the Regulations themselves. 

There must have been an f one time and it was cancelled 

or taken away. All right. 
u The question has been raised as to the inconvenience 
"eaused during the audit: There is no doubt that some 
"inconvenience would be caused by their own auditors 
"eoming into their office, so that we must therefore 
"eause some inconvenience. But at the same time that 
"audit is made we check any worthless accounts they may 
"have to determine what tax should be paid back to the 
"company." 

MR. PLOTKINS: You might stop there and sive us 

a Live history Of that? 

Poovey iy Vu Wii eno lvain Luselr if To so .on, Mr. Plotking. 


All right. 
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H J. AppLeton. 


"During the year 1938 the Government paid back to the 
"Oil Companies the sum of $23,173.91. The tax is paid by 
"the Companies on their sales, according to signed agree- 
"ment, whereby they act as agents of the Minister for the 
"eollection of the tax. If the company has extended 
"credit and has not collected the tax from the consumer, 
"the Government after checking such accounts, refundsthe 
"egompany the tax paid by them but not collected from the 
"consumer." 

I might say in connection with that it has been the policy 

of the Government to refund the full rate of tax which they 

have collected from the companies at the sxpiration 

Of two years if this tax has not been collected from the 

consumer . Is that what you wanted, Mr. Plotkins? 

MR. PLOTKINS; - That is enough for the present. 

MR. FRAWLEY: Yes; eile rignts 
" We also pay all agents of the Minister 24 % 
“Gommission on their collections.“ This also includes 
"the value of the coupons collected by the companies. 
"During the year 1938 these commissions paid amounted to 
MELO yA Oh. OU 
% (Vins be Venera pracuicé vo make an auditor sach 
"of the agents of the Minister onee a year, sometimes 
Mti.S  LSenoU possible ana the period may be Longer. 
"The Imperial Oil Ltd. and the British American Oil 
"Gompany Ltd. are only test audits. The time taken for 
"These audits varies. Lind orom toe checking of 
Vexpense accounts that the usual time for these test 
"audits is three weeks. saudits of the smaller companies- 


"take from two days up- Of course there is, during tHe 
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H. J.:Appleton. 


"year various matters that have to be taken up with 
"these éompanies, such as dorrecting errors and monthly 


"statements etc.," 


MR. FRAWLEY: Mr. Appleton, you have some 
statements you would like to go-into to show to the 
Gommission how muah money comes in from the ordinary 
motorist that pays the full 7 cents; from the farmer who 
bay Ss al) Cen tror coupona; and from the industrialist who 
pays 7 cents and gets 6 vents back and so on? 

Yes. 

Me FRAWLEY: At this stage I would like very 
Much ifthe UOMmission would rise until 2300 o'clock. 

I have something very important to do and I would be very 
much obliged if you could rise now. | 


TH CHAIRMAN: Any objection? 


(at this gtage the Hearing was adjourned until 2:00 P. M.) 
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HENRY J. APPLETON, hav~- 
ing been recalled, examined by Mr. Frawley, said: 
Now Mr. Appleton attached to your statement, you com- 
plsted the statement part of your memorandum and would 
you now just briefly tell the Commission what the 
financial statement attached to your memorandum in- 
cludes? 
Do you wish me to go through the whole thing? 
Well just state first what it is, state first why you 
prepared this statement in a word and then I think if 
you go through the current year's 1938-39 figures that 
will be sufficient? 
Well the statement was prepared to show the difference 
Lo “evenue received over a period of four’ years, both 
gross, the commissions and refunds paid, the rebates 
and the net revenue and the total gallonage over that 
period and the increase in gallonage. 
The statement in other words was prepared to try and 
show what class of people paid this tax? 
Yese 
Whether it be the ordinary motorist who pays 7 cents 
and no refund? | 
Yess 
Or the farmer who gets a refund and other people whom 
you call "Industrialist" who pays 7 cents and get back 
6 Gents? 
YES o 
4nd this statement is an analysis of the receipts to 


show the revenus and to shew that information? 


Ves « 


Hed Appleton 
~ 135,308 - 


Q Now take the year 1958-39, you show that the gross 
revenue from all sources from this tax was $5,632,258.92? 

A Yes. 

Q Then what is the first deduction you meke from thet 
gross figure? 

A Commissions or refunds paid. 

Q That is commissions you peid to the oil companies for 

collecting the tax? 

Yes. 

And then refunds? 

Paid to industrialists and farmers. 

Refunds paid to industrialists and farmers? 


Yes. 


2 th 3 a eS 


Theat is apart altogether from that gallonage which was 
exempt, the gallonage which was exempt does not then 
appear in the attached statement? 

No. 

That figure is $450,477.72? 


Yes. 


Hh F—- HH F& 


And then the next figure is the amount of the coupons 
that were presented in lieu of tax? 

That is the gash value of the coupons. 

Really the cash value of the coupons? 


Yese 


& & OH & 


Every time a farmer presented a 6 cent coupon in buying 
a quantity cf petroleum products he really was handing 
in, 6. cents? 

A Yes. 

Q@ And this figure of $2,242,652.76 was the total cash 


value of the coupons filed by the farmers? 
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Yes. 

The agriculturalist? 

The total number of coupons turned in to bring up that 
cash value was 838,792. 

You find that, that is the fifth last figure in the 
column? 

Yes o 

There were 868,792 coupons used and the total cash 
value for them was $2,242,052.76? 

Yes. 

Then the next figure you show is what you call net 
revenue $2,953,188 .44? 

Yes. 

4nd what is that? 

That is a net revenue which the Province received from 
the Fuel Oil Tax Act. 

That is the gross revenue less what? 

Refunds and commissions and less the amount of rebates 
which in this case are called “cash". 

Now the next figure you have is just a piece of infor- 
mation for the Commission, the total? 

The total gallonage. 

The total taxable gallonage sold in the fiscal year 
1968-39 was 80,575,251 gallons? 

Yese 

New that is a different figure from any we have had 
to-date? 

YeS« 

This is the first time you have put in a fiscal year 


figure? 
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Yes. 

kunning from the lst of April 1938 to the lst of 
March 1969? 

That is right. 

The next figure is the number of refund claims, you 
Simply put them in for information, 11,846? 

Yes. 

Then you show the gross revenue paid by the industrial- 
ists ,other than farmers, that is a gross revenue of 
$211,094.47? 

Yes. 

thay i38, the, total of the 7 cent tax paid in by those, 
oh "industrialists", as you have described them in 
your memorandum? 

Yes. 

4nd then you immediately De awey from that the refund 
you had to make to those people because of the fact 
that they were not, their gasoline was not used on the 
road, $180,938.12? 

Yes. 

So you show then a total net revenue from this class 
of tax payer of only $30,156.45? 

YeSe 

IL suppose that is why you wanted to bring that figure 
OMG, it ig e@ fairly smell figure compared to the total 
reveniie received % 

Yese 

Pa aN eh eM as eens Op 509 lend 

Well the question I believe was asked, what was the 


revenue paid by the industrialists during the fiscal 
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A 


year or 1906-59. 

You understood there was precisely such e question? 
Yes. 

Well there may have been? 

That was what was handed to me in Hdmonton. 

Well in any event it is informative. We now know that 
those people who pay 7 cents and get back 6,because 
they are using it in stationary engines off the read 
end deisel engines by municipalities, no, some of that 
is gasoline, but in any event keeping to the memorandun, 
you have explained it all, those people only pay 
$30,160.35? 

Yes. 

THE CHa IRMA; assuming for the moment 
the soundness of consumers of gascline being subject to 
special taxation, why, within that class, industrialists 


end farmers, why should they get speciel treatment? 


MR. FRAWLEY: Yes, well now--~- 

THE CHALTRMAN: Perhaps the witness cannot 
help us. 

MRe FRAWLHY;: No- 

MR. FRAWLEY: Mie. Jppleton, I buy @ drum 


of gasoline and I propose to use it. you know nothing to 
the contrary anyway, in my automobile, I pay 7 cents? 
Yess 

In another capacity or my friend Mr. Plotkins, goes and 
buys a barrel of oil and he intends to use it, he is a 
road contractor and he intends to use it in a gravel 
pit? 


Yes. 
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EEL 


In a stationary engine in a gravel pit to further his 
contacting operations? 

Yes. 

He pays 7 aunt sy unol eee for a 6 cent refund and geta 
the refund? 

Yes. 

And therefore pays 1 cent? 

Yes, he gets that. 

Taking those two transactions what can you say as to 
why thet should be so? 

I do not know why it should be so at all. We only have 
to adiiinister the 4ct as the &4ct is laid down and they 
are entitled to that refund and therefore we must give 
it to them. 

Then it may be fair to ask you to conclude with me that 
the desire of the Act is that the special burden of it 
should fall on those people who use motor cars? 

On the highways. 

Yes? 

Yes, that seemed to be what the Act was made for. 

Let me ask you this, the railways, I understand have 
motor gars, gasoline motor cars? 

Yese 

On which they put a particular kind of wheel and run 
them on the railwey tracks? 

YeSe 

How much tax is paid on thet? 

They pay 1 cent. 

So it comes down pretty well to a conclusion that it is 


the desire that the whole 7 cents should be paid and 
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only paid by those people who put it in motor cars? 

Use it on the ‘road. 

And use their motor cars on the highways? 

Yess 

MR. PLOTKINS: On public highways? 

On public highways, yes. 

MRe FRAWLEY: If I have a car that certainly 
never leuves the City of Calgary, never leaves the 
streets of the City of Calgary, I nevertheless pay 

the 7 cent tax? 

Yes. 

Whose streets are kept up by the corporation of the 

City of Hdmonton I suppose, the City of Calgary I mean? 
Yes. 

So far as we know? 

Yese 

But nevertheless I pay the same tax as though I was us- 
ing my car exclusively also on the main Calgary-Hdmonton 
highway? 

Yes. 

L see. Well that brings out the fact. 

THE CHAIRMAN: Yes. What is the definition 
of "industrialists", which governs? 

The industrialists here, we have a list and I will read 
off to yous--— 

MRe FRAWLEY: First of all is the word 
Windustrialist"® a word of your own? 

It is a word of my own. 

THR CHAIRMAN; Oh 1 see. 


It is intended to include what? 
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i That was the word used in the questionnaire I received 
and that is why I used it. 

Q That is the next statement Mr. Appleton is coming to. 
Then continue, the first of these financial statements 


we have, now you are dealing with the revenue from 


farmers? 
A Yes. 
Q 4nd you show that the revenue from farmers et 1 cent 


per gallon, by the way, received by way of a gross of 
45 20G & rerund of 6?: 

A Yes. 

Q That figure is $19,444.79? 

és Yess 

Q find then the big item, the revenue from farmers at 1 
cent per gallon by use of coupons is $573,775.46? 

i YES. 

Q i Other words—<= 

A Every gallon going to the farmer must pay 1 cent. 

Q 4nd the farmer in other words pays at the rate of l 
cent, I mean paying at the rate of 1 cent it is 
$373,000 odd? 

di $598,000. 

Q, Oh yes because you add those two figures? 

A Yes. 

Q and you have $398,820 «25? 

La Yese 

Q So relating this again to the gross revenue, we find 
that the farmers at 1 cent per gallon paid roughly 
400 thousand dollars out of a total gross revenue of 
$5,000,000 odd? 

A No, no, out of a net revenue of 2,000,000 odd. 
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PAOLO. 

Q Yes of course, out of a net revenue of roughly 3,000,000 
dollars? 

ve) Yes. 

a} Then the next item is the number of cuponsyou just put 
that down for information purposes, 850,792? 

& Yes. 

Q You gave us that figure before and the value in money 
of those coupons, of those 848,792 coupons was 
O2,046,0586707 

fs Yes. 

Q eaee the bottom of this statement you have some extraneous 
information which will probably be useful. It shows 
that in the year, the fiscal year 1938-39 there were 
84,958 automobiles Licensed? 

A Passenger cars. 

Q Passenger cars Licensed? 

A Yes. 


Q And 21,221 trucks Licensed? 
Yes. 


& 
Q UL Kinds Of prucks? 
A Yes. 

Q 


Whatever sort of license they ultimately had to buy 
the y were Licensed by your own department? 

A By our own department, 

Q To allow them to operate at all? 

Ai That does not cover the P. §» V. or the commerical 
vehicle, C. V. plate. 

Q MRe PLOTKINS: But they are included in 
that figure? 


& Oh yes. 
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Q MR.e FRAWLEY: They all have to have a 


License before they can go on the roads at all? 


A Yes. 

Q Wheel base License? 

A Yes. 

Q So much then for the first statement. Now you have a 


statement, the last statement shows the amount of 
taxes paid by farmers and industrialists, this is the 
atatenent? 

A No, this is the amount of refund which is paid to 
farmers and industrialists during that period. 

Q This isthe stetenentMr. Chairmen, that you were just 
asking about. Mr. Appleton has a classification here 
of farmers and industrialists. I suppose what one 
might do is, you have the first item , the first item 
is farmers? 

A Yes. 

Q Then all the rest of them are in the second classifi- 
cation, industrialists? 

& Yese 

Q Or what you call "industrialists" for the purpose just 
by way of segregation of taxes? 

4 The various claims which we have received from others 


then farners. 


Gy Aeroplanes, blacksmiths’ shops and the like? 
A YES. 
THE CHAIRMAN: None of those are used 


cn the road. 


Q MRe FRAWLEY: Because none of those 


people use the road, that is the point? 
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Yes. 

THS CHALTRMAN;: "garages", what does 
that mear® 

Garages, I have just showm it here, it is refunds 

to garages covering gasoline used in the washing of 
parts. 

MRe FRAWLEY: There is an explanatory 
note at the botton. 

MAJOR LIPSETT: Municipalities, do they 
not use the roads? 

Yes, but municipalities, that is the vehicles used by 
municipalities are exempt from taxation, when they use 
their own vehicleson their own highways of their own 
municipaltiy, like for instance the City of Calgary, 
all cars owned by them are entitled to ea refund of 6 
cents a gallon. 

Providing they are operating in the City? 

Providing they are operating in the City. 

There is no special provision for the municipalities 
except when they do not use the highways? 

Yes. 

MR. PLOTKINS: Did you say they were 
ehtitled to a refund of 6 cents or a conplete refund? 
No, a refund of 6 cents. 

MR. FRAWLEY: That is what I was going 
COVOE Le ONG, Lt 1S OLEtetited - bo draw a distinction 
between those cases which are absolutely exempt and 
those cases that pay 7 sents and get back 6? 


Yess 


Now one item here of fuel oil, there is an exempt iten 
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it is number four on your memorandum, fuel oil to 
municipalities for dust-laying purposes? 
Yes. 
One might as well say “petroleun products", that fuel 
oil is petroleun? 
That is exempt fron taxation altogether. 
any petroleum product bought by the municipality and 
used, which they satisfy you by some sort of declar- 
ation, that they intend to use for dust-laying purposes 
they pay no tex at ell? 
No tax at all. 
Even although that product might be, would be capable 
of being used to generate power? 
No, it would not be, in this case it is generally 
neawy Toad, Oll for dust-=Laying purposes only. 
fnd then take coal oil, illuminating kerosene or coal 
oll, that is something which night be used to generate 
power in an internal combustion engine? 
Yese 
Very well, but you do not tax it at all? 
No, not under the ict. 
When it is used in coal oil Lamps and lanterns? 
Yes. Of course the price is one factor which governs 
that quite a lot. 

(Go. to number 13,319) 
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- J’ Appleton 

Q And then anything that the Dominion Government 
buys, whatever they may use it for at all. any- 
thing they buy is completely exempt? 

A Yes. 

And then when you come to the last sheet ef your 
menorandum you show the classes of people that are 
entitled to buy at 7% or have to buy at 7¢ but 

ero era vlec tone refund of .6¢2 

A Yes. 

Blacksmiths. What is that blacksmiths item $906 
in- 1938-1939? 

A We find a lot of these blacksmiths have small plants 
for compressing air and stationary engines for run- 
ning hammers and engines for running bellows and 
various things of that description. 

Q Any business concern buying petroleum products and 

using them other than for the propulsion of motor 


vehicles on the highways gets a refund of 6¢°? 


A Yes. 

Q You do not see fit to exempt them completely? 

A No. 

Q You draw a line there but you charge them l¢g tax? 

A Les. 

Q T think the statement speaks pretty well for itself. 
Titi uUnev Le GLiil Wild ask you. 
THE CHATRMAN: You will charge yourself 
with the responsibility of getting us a copy will 
you? 

A Yes I will Sir, and I will have copies of the Act 
done up. 
MR. FRAWLEY: Yes. 


THE CHAIRMAN: That will be splendid, if 
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H. J. Anpleton 


A 


you put them all in one folder for our convenience. 
YGe, 

MR. FRAWLEY: We asked this morning that 
you should file a number of forms thet are used in 

the administration of the Act and if you would be so 
kind as to do that up in four or five sets. Mr. Harvey 
asked me to ask you do any of these figures tie in, 
the last two financial statements. Can you relate one 
to the other? Here is one I see, yes. 

Ves vuney (PGVo vie in. 

Pile @esemiartic figure Nere., hates ail that is 
inoenaed, toOesnow. L think that te everything. 

This statement here showing the various industrialists 
that shows this figure and shows the net tax paid by 
hem. 

MWR. NOLAN: Mr. Appleton what happened 

in 1936 because in your first column [I see that the 
farmer were paying $825,000 for the fiscal year end- 
ties ApGet ole oo! 

Pes. 

For the fiscal year ending 1939 they are only paying 
$116 ,000% 

That is when they first brought the rebate coupons 
into existence. 

In your first column they were paying it at the then 
rate of tax per gallon, whatever it was? 

Six cents. No they were still paying 7¢ and the refund 
was 6¢. But you will notice that is a cash Lvem. In 
the next instance you will find the rebate coupons 


$988,694.82. 


T was looking at the last page of your statement. 
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H. J. Appleton 


ms lois ae 


MR. FRAWLEY: Mr. Appleton will you look 

at the last statement that you filed showing the 

amount of tax paid by farmers. For the fiscal year 
1935 - 1936 the item under farmers, or opposite far- 
mersods! $825 ,000%7 

Yess 

And in 1938-9 the same item is $116,000 odd. That 

is a tremendous difference there? 

Tes, 

What accounts for the difference? 

The coupons which we used. 

Explain it now. Is it a fact that the farmers did 

pay $825,000? 

No. 

Pom vax in 19367 

No the Government paid the farmers $625,000 by way 

of refunds in cash but in 1928-9 we paid them $116,668.78. 
Your statement showing the amount of tax paid by farmers 
fel tust inte ts ctl lg per galion, the very,iiret 
figure is $825,000? 

1 see Wha. you ere getting at. Theat should have been -- 
It is really the indistrialists paid the amount net 

at the bottom? 

MR. PLO'TKINS : Ts it not because previous to 
that introduction of coupons the farmers paid the whole 
tax on gasolene as it was defined then? 

Yes. 


And therefore peid considerably more money than he 


is paying today? 


2 


Yes. 
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mates ~ 


Thatlissthe explanation? 


THE CHAURMAN: In thet last statement do 
you mean that this $825,000 is something the Govern- 


méiv paid the farmers? 


Yes that is the refund that was paid to the farmers. 


MR. HARVEY: POURWIL LE 860 °ltl2t the 
bovtom 
MR. PRAWLEY: iInvthe sense he put it in 


there opposite the word farmers it is possible con- 


Yes ubet top, should not besin. This shouldbe the 


HOXT vax epaid.by industrialists only.. 


PH EwORAL RM AN ¢ Where is what the farmers 
didipay? 


MR. PRAWLEY : In 1936 -- 


Mae tNO LAN t That is on the other statement. 
Thee is what they paid net l¢* 


THE CHAIRMAN: That is opposed to $19,000 


MR. FRAWLEY: That is opposed - for 1938-9 


what is: the carresponding figure the farmers paid 


Li -Casit. 
fn cash $19,444. 
MR. HARVEY: No $393,000? 


MR. FRAWLEY: What did the farmers actually 
however tiey paid it actually coupons or otherwise? 


rae we 
av s 


§393.220.25, that is the actual cash paid in. 
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H. J. Appleton 

Q It shows a gross from $136,000 in 1925-6 ? 

A It has gone up $300,000. 
THE CHAIRMAN: This pays back the coupons 
they paid -- . 
MR. FRAWLEY: That means using the coupons 


the revenue from the farmers at lg per gellon? That 


is just through refunds? 


is Vos, 
Q Cn their coupons? 
A Yes ° 
MR. FRAWLEY: Looking at the last statement 


you have filed, Mr. Appleton, we want to know precisely 
the relationship between the two figures, what the 
farmer paid in cash, whatever technique he used to pay 
1g tn L9S5-6 and in. 1938-92 
THE Citi TRMLUAN: out Or his pocket? 
MR. FRAWLEY Yes What, he paid? 

The net amount paid was $137,666.05 in 1935-6, 

Q Yes? 

A Theat. is the actual payment toe the Government, 

Q Y¥os? 

fs Diy 9 oeee,, 595,220.25, 

Q So that the last sheet is a little bit confusing? 
The heading. But in any event the set-up on the 
statenent may be a little confusing but what you do 
attempt to show is what the industrialists, as you 
oall them, paid in out of their pockets regardless 
of refunds that they got, What they actually paid 
in tax and the figures there are for 1935-6 they 
Halduai?, 746.00 te. thet right in, 1965-67 

A Yes. 


Q And in 1938-9 that same figure was increased to 
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Appleton -13,324- 


20); POG, oo « : 
MR. COMMISSIONER LIPSETT: That is industrialists 

; 
only. 
MR. FRAWLEY: From the people called 
industrialists. The farmer is not in that at all? 
Note Jernotin thet. tieure at all. 
TiereoWwas Sne 0bnem piece of information you had 
CO eoueos Ore Jenin think £ will put it in. At 
Cosco information. t-mey become more useful 
when the Dominion Government customs man comes nex 
meo@kos. JOU Have preparsdicome Tigures showing imports 
Drom Mon vege, NOL Of —rezined products end. crude for 
tie veer L959. by. months, 
Tecw UO tO VIDE ends On July Or This year. 


These are thoroughly reliable figures are they? 


Where do they come from? 

From our own agent 

Jo vilie = stavoment Of Doth rerined products and 
Cruue 10r the year 1939 month by month? 


Yee this 16 one enc the crude is underneath. 


MR. FRAWLEY: ide ee ie Tse 

THERE CHATRI.LAN : By month covering what 
period? 

MR. FRAWLEY: Jenuery to“ruly 1939 in- 


Clusives Bovunimonthe included, ‘Two. sheets. The 
first sheet refined products and the second sheet 
crude products. You really mean crude oil? 

CLUden Odds. 

I think we had better change that. 


(STATEMENTS IN QUESTION ARE 
NOW MARKED EXHIBIT "602") 


Have you any copies of that? 
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H. J. Appleton UE BBS 


A Yes I have some here. 
Q You had better let us have as many as you have. Now 

let me ask you a few questions. Mr. Appiston in con- 

nection with the colloction of the tax you made a 

point today - would you let me have your memo please 
again. You say here on the second pags of your memo- 
rendun. "The GUuGsetion tas been raiscd as to the in- 
COnVvVenlence caused) during the audit: There is no 
doubt that some inconvenience would be caused by their 
Own euci tors coming into their cffice, so that we must 
therefore cause some inconvenicnce. But at the same 
time that audit is made we check any worthless accounts 
they may have to determine what tax should be paid back 
vo the ‘company. During the year 1938 the Government paid 
back cO--the Oj Companies the sum of $25,175.91... The 
Vento petueoy tie COlipantes On their sales, according 
to signed agreement, whereby they act as agents of the 
Minister stor the ‘ceOblection of the tax. If the Company 
has extended credit and have not collected the tax from 
the Consumer, the Government after checking such accounts, 
refund’ the company the tax paid by them but not collect- 
ed from the consumcr.* You point that out to indicate 
you are doing something of benefit to the company I 
presume’ 


win We have an agreement which I show here in form vidal en al 


1s entered into between the agent of the Government - 
mine Lucene Lb iiecase the Oil Company - and the Minister 
for the collection of this tax, which means that the 
tax will be paid on all sales made by them. 


Q Coie net be Dr id on. ell sales® 


ds On all sales made by them. 
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ind if any of these sales turn out to be bed debts? 
If they give credit and they turn out to be bed debts 
at the end of twe years we examine those accounts and 
we refund them the full amount of the tax paid at the 
Nig i ol Merde 

Are those accounts covered in this Agreement? 

No. 

This is just an agreement eppointinge the Agents of 
bie Migieter. 

YGS's 

Perhovs 20° is not necessary Go Tile this. Why do you 


enpolnt tie Imperial Oil Limited" ine agent or your 


Winieter for colisection of the tax? 


Well I do not know why. We woulda have to appoint some 
body to cOll@ct the tax and we just adopt the policy 
Or Sppointing most of the major companies and most of 
Toe distributors throughout the Province... We have 
about sixty-five ali told . 

The tax is paid ultimately at tho pump uy the pur 
chaser’? 

Yes. 

If I buy five gallons of gasoline I pay So¢g Tor the 
Alberta Government when I buy that gasoline? 

Yes. 

So that I am paying the tax but do you receive that 
tax before I ever pay it% 

No I would not say that. 

but you do not’ receive 11 from me direct? 

No. 


You ave no contact with me%v 


No. 
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With whom do you have contact?’ Well perheps taking 
One transaction will explain it.- I go to a service 
station and I buy five gallons of gasoline and never 
Hn woe l pey, Tl pay too much of courss. But T 
pay 359 tO the service station operator for the Al- 


berta Government? 


A Yes, 
Q What happens to my 35¢ ? 
Ls Whoever the operator is will turn it into the Company 


that he DY SlLrom., 


MR. NOLAN: What station do you go to? 
MR. FRAWLEY : me vakes it from me, and then 


be does what with it? 
b De Daye 1G ito, Tie company irom whom he buys his 
gasoline. 


Q say that is the Imperial Oil Company? 


is MGonowy 
Q Wheat does the..imperial Oil Company do? 
A ie Om tO OSS 
MR. HARVEY: If it is a Government tank 


Who pays the, tax’ 


MR. FRAWLEY: & Government pump? If it is the 
Ministers garage at Hdmonton you mean, where the 
Ministers cars yare looked after’ 

b They are just in the same way. They have to pay the 
mnperied OlL.. \rhey buy Drom the Imperial and the 
Imperial. Oil remits to the Government. The Govery- 
ment garage is not exempt from taxation. 

bs T am asking these questions to open up 4 discussion. 

T hear someone say that what what Mr. fppleton says 
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ig not the correct procedure. You say the tax is pal 
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in the last enalysis by the consumer, the man who puts 
iteinto the tank of his car? 

da Yes. 

Q You do not contact him. How many contacts have you got 
for the ccollection of the tax? 

is Just sixty-five agents who we have appointed for the 


Government. 


Q You have sixty-five sgents? 

A Yes. 

Q There “are thousands of reteilers? 

A Less 

Q and scores of theusands of consumers? 

i Yes, 

Q But you have reduced it to its Simplest proportions and 


you collect it from those sixty-five people or companies? 


b Yess 

Q The. Tascuriitcol beat “lta 

A From the retailers. 

Q They are your agents who collect it from the ultimate 


consume r? 
b Yass 
THE CHAIRMAN : John Smith buys gasoline and 
he does not pay cash. He has credit at his garage. But 
he docs not pay the garage. The garage has to pay your 


Agent just the same docs it? 


b Well the garage -- 
Q Is that the practice? 


1 


L Yes he would have to pay for his gasoline to the Company 


which he purchased from. 


Plus the tax which he should have collected but did not? 


bs Yes. 
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Q So that the Government always get the tax? 

A Not always. 

Q Why not? 
MR. FRAWLEY: They always get it? 

A No sometimes an Agent or collector of ours may gu a 
little wrong. 
THE CHATRMaN : But short of thieves do 


they *ever 1osé enything in the way’ of tax? ds there 
not some suggestion of the retum of the tax -- 

MR. FRAWLEY: Thawte St thevwmy en yw ines 
Wee telkine  Spoout. > First of all short of bankruptcy 
and thefts and you have had something to do with 


both of these kind of people? 


ae Yes. 

Q Short of that you always gst the tax? 

A Yes. 

Q But they come back after two years and say, "We paid 


you tax on John Smith's account and it is a bad debt, 
Nook at it, “end you lock at it and agree that it is 


a bad debt and you send in a cheque for the amount of 


the tax. 


we ee 
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MR. NOLAN: ‘That is not what the Chairman 
meant. JOhn Smith might pay all right, that is the 

agent, but if John Smith, the customer, did not pay 

John Brown, what happens? 

MR. FRAWLEY: That is what I meant. John 
Smith is the ultimate consumer. He had bought gasoline 
and had not paid for it, whether it be a consumer account 
with a retailer or an account between the retailer and 

the oil company. For instance, if the Imperial Oil Company 
sold gasoline to a dealer and it had given him some ill- 
Jeieen eredit and it had paid you the tax on that gailonage 
that went, to that service station X 7. 

Yes. 

And they waited and waited until John Smith left the 
country or the retailer went into bankruptcy, in any event 
tie dept was not paid, the Imperial Oil did not get any 
Part OF 1tSs deut, either. Tor the gasoline or: for the tax, 
an@ the imperial Oil brings that to! your attention? 

Wee Pe rUnC, iv 

You refund that amount? 

16S. 

THE CHAIRMAN : Why? It is new that a tax 
imposed on everyone, or at least everyone in a class, 

would have credit extended at the discretion of an agent? 

B bay GENE ope es was an arrangement made then with the various 
companies collecting - at that time I believe it was just 
the Imperial Oil and the British American - that any tax 
which they paid that way and did not collect from the 
consumer, they would be refunded. 

I suppose you have no opinion, however, as to whether it 


is wise or unwise? 
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No. 

MR. FRAWLEY: The privilege igs extended, of 
course, to all agents of the Minister now? 

Yes, there is nothing in the act about it. It is just a 
matter of courtesy or in connection with one letter that 
was written at one time. 

MR. COMMISSIONER LIPSET?: ‘he effect of it is to put it 
in the power of your agents ,not only to collect the tax but 
to exercise a discretion as tu whether to give credit.or 
not, on the Government tax? 

I do not know whether that would be the effect of it or not. 
21 the Imperial O11 decides that they will’ give ecrédit on 
your tax, you pay it back if it was a bad credit? 

Bu wre end Of tWO years, yes. 

THE CHAIRMAN: Does it amount to much. What 
were the refunds to agents? 

f20,000.00 in 1928. That, as a matter of fact, was a 
very large amount that year. 

MR. FRAWIEY: That would go back, that would 
represent bad debts---- 

Ui vires or four years previous to wa, 

MR. COMMISSIONER LIPSETT: The bad debts of 1938 when they 
become to be refunding in 1940 may be away higher than that 
for all the figures show, may they not? 

Not under this coupon system that they have at the present 
time, there is not nearly the losses. There is not so much 


tax involved. There is actually only one cent. 


THE CHAIRMAN: That is a saving, you charge less. 
MR. FRAWLEY: Mere is98 10a Of Ppasolino sold 


on credit. Personally, I pay my gasoline bills at the end 
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H.- J. Appleton. 
of the month or, perhqps,. two or three days after the end 
of the month? 
Yes. | 
But if I did not pay tmt bill at all.:° That is just a bad 
account, the thing we are talking about. after two years 
somebody, the retailer or the oil company, would come to 
you and say "There is a bad debt of Frawley's. Trere is 
$10.00 tax in that and we want that back." Would you give 
Petoshin? 
Not: to the retailer. If the retail outlet is owned and 
operated by the big companies they have got that but not 
if he is a retailer himself who is not an agent of the 
lMiinister. We have never refunded in those cases. 
THE CHAIRMAN: The ordinary retailer does pay 
the tax to the oil company? 
Yes. ' 
Whether he collects the tax from his. customer: or not? 
Yos. 
But if the oil company makes a mistake with respect to any 
of their outlets, you will refund it to them? 
MR. FRAWLEY: The big companies have not any 
retail outlets. ir. Plotkins hus a couple. But the 
imperial has none and the B. A. has none? 
They used to have and we have paid lots of refunds to the 
companies under the circumstances. 
You hold yourselves out to the pie Us bananies that you will 


refund to them the amount of the tax involved in their bad 


debts? 


Yes. 


But if the bad debt is between the retailer and the consumer, 


what happens? 


; ws . 
7) 

y i | 
a 
pe 1 DH 
uo eect i 


1 ; ee 
i 
q = ; 
a 
i 


~ 


. 4 
— “ 


: oy oon . Z ‘ it 
4 ; s - a 
: 3 oe 
: a a as 
3 ay | a * ane 
a = = 
8 = fe 
se , A = . 
3; S 2" "ea Si a 
Gi 
aay , Soe ee, ; 2 
: eu eS Ee 
ee cx ; : 
1 2 
. . i a 
Wak os = 
res ae 5 <= 
ee it . 2 a 
: : 5 ae) 
; é 
B . / ‘ ~ 
4 “ am Ee 
v es es - — ou). . 
et ; - v7 . uL4 
— é = 
: 3 s— oS ys 
= : ma 
. ores = 
: = r 
se = a Ta P ‘> 
= rice = = < re 
’ = sted ts 
eet 7 ic > 
Zs c : - 
ree . ers 
: cit ah 
am by 5 
5 — 
5 =e 2 : 
o =i) x 
hy ee ae r= : 
ae -* “ -" een 
ae io 
{ z : a 
4 p : tg 
We “Sr 6 = 
CF ‘ 
\ 


T~2 
4a 


oOo - oO PY 


Or Db 


-13 ,333- 


He. Jt Anvleton. 


I do not know. 

MR. NOLAN: The retailer bears that? 
Mevretei ier nears it. 

MR. COMMISSIONER LIPSETT: If he is an independent but if 
he is a branch of a large company he does not? 

MR. NOLAN: There is no such branch. 

MR. FRAWLEY: The larger companies are not 
engaged in retailing. They are all lessees. 

MR. COMMISSIONER LIPSETT: You say Mr. Plotkins? 

MR. FRAWIEY: | i am speaking of the major 
companies. Mr. Plotkins says he deals for cash. But if 
it should happen that the Imperial Oil Company put ina 
retail oil business you would not give them any more 
privileges than anyone else? 

Yes, we have had to examine their retail service station 
accounts and give them refunds on those. 

When you say their retail service station accounts, that 
mist be 4 matter of some years back? 

ves, some time pack now. 

At the moment, however, there is no sueh thing? 

Mere 1s. none, no. 

Wither, the B..4A. or the Imperial, or the Union. I do not 
know that any of these companies are now engaged at all 
in the retail sale of gasoline. So that it is just these 
eompany retail aceounts, the Imperial or the B. A., one 
of their retail accounts. How about the gallonage they 
Sell Girect from their agencies to farmers? 

THE CHAIRMAN: ah I do not know how you will lose 
any Lieinecarace has 2or to pay. 


That is where most of the worthless accounts come in. 
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Unless there would be the odd case of bankruptcy, I untae 
Yes. 

MR. FRAWLEY: Jam learning) just tor the first 
time about these things. The Imperial Oil Company has two 
kinds of customers? 

Yes. 

The farmer consumer, by and large, and the dealer? 

ec. 

they ere sold from their bulk stations all over Alperta? 
Yes. 

Die FOeuienceaLlers being. Sold Irom’ their Munister mule 
station goes bad and they have $1,000.00 wrth of bad debts 
TO that dealer, between the dealer and themselves? 

reg. 

TReveeeulaynetund From you for the amounu Gfiwax involved 

in that bad debt? 

Yes. 

And then they htave another class of customer farmer consumer 
thet has a direct dealing between the Imperial Oil and the 
farmer consumer? 

Yeu. 

Bud they extend credit to these farmers, as they do, perhaps, 
avd.some of these debts go bad. Then they acquaint you of 
itiend you!’ sive them a. refund of the tex involved in that? 
Yes. 

But when you come to the retailer and the consumer that has 
an account, that is absolutely gone. That is beyond reach 
of this réfund of yours? 

If a dealer, if he goes to work and sells to customers 
throughout the country and he has bad debts, he does not 


get a refund there. 
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Your arrangement is cut off and chds atthe deal, at the 
transaction between the oil company and the dealer? 

And the agent of the Minister. 

No, that is the other way. I am calling the o11 company 
the agent of the Minister. It ends in that transaction 
between the agent of the Minister, the oil company, and 
the retail dealer? 

The retail dealer does not get any. 

He might extend a lot of unwise credit but it does not 
matter. He has just to pay? 

MR..-COMMISSIONER LIPSETT: Way, Mr. Appleton, should a 
Minister ’s agent have any right to give credit on the tax. 
Why should he not get his money for his tax before he lets 
out the gasoline, like a postmaster would have to get his 
money for the stamps‘ 

That is the policy laid dowm and we just follow it. That 
reel 

Can you see any justification for that leakage yourself. 
Is there any reason that cecurs to you why the agent 
should not be made responsible for getting the tax before 
they give out any gallonage?% 

No. 

MR. FRAWLEY: You have no control to prevent 
credit being extended on your tax, you would have to see 
16 it that no gasoline was sold on oredit? 

Yes, that is the only thing we would have tc do. 

MR. COMMISSIONER LIPSETT: Surely not. They would have 
to see to it that no gasoline was sold without the tax 
beuue provided Tor. 

MR. FRAWLEY: ie ewe oto pe hen cal Lons or 


Seeolune and) [said Viido not. eneose to yay for this. You 
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H. J. appleton. 


trust me or not." I would have to pay 35¢. 
MR. COMMISSIONER LIPSETT: This is ie Minister's agent, 
as I understand it, who supplies the dealer to give you 
your gasoline. In the case of that Minister's agent I 
was asking Mr. sppleton if there was any reason whatever 
why that agent should not be made responsible for giving 
Siyecred. Comune. tax part of it. Let him give credit 
On the easoline if he likes. 

A Mere vie nowreason way he should not. I think it would be 
rather hard to enforce though. 
MR. FRAWLEY: iG 18 B11 treared sas one. a. 
Suppose as Ter ac Lie retailer is concerhed, the price 
that he pays the imperial Oil for his gasoline, or Mr. 


Plow ao yOr envy boCy alee, 19 one lump sum? 


A Yes. 

Q Gasoline plus tax? 

A Yes. 
THE CH»aDTRMaN: I should think they weulé welcome 
abere It would be clear to the custoter that he was paying 


WULve co Shere invtases as part of the omst. of the gasoline. 
Iv he paid cash Yor it’at the end of the month he would 
Devscoine Nis gas charces,, less 7 cents. I think it would 
be rather useful to the oil industry to show the tax where 
Ie ay OS ee ree « 

MR. FRaWLEY: sone retailers, Now in Al seria 
Corveniy, DUD ls very prevalent in other parts where 
teey show on, the pump “the price of the gasoline. But 
when vourcome io pay Lor itvyou lave to pey @a Ligile more. 
That is the tax. In other words, ‘in Calgary, the 

price on the pump would be 20 cents. Chote ee Ors et 


gallon of gasoline. But you cannot get a gallon for 20 cents. 
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MR. OOMMISSIONER LIPSETT: Why should Government agents 
have discretion to give credit on a Government tax. 
Should not their duty be to collect the tax and if he 
wants to take the risk let him take it. Why should the 
Government agents have that discretion? 

MR. FR»aWLEY: Taking that risk has put some 
moneys on the books that has not been collected. It rungs 
into many thousands of ouere I know. 

MR. COMMISSIONER LIPSETT: I was asking Mr. Appleton if 
P@geccs any, a8 4 representative, or his Department, just 
occasion for that? 

We have always taken the stand they can give credit if 
they want to. «s far as our Gasoline Tax is concerned, 
we do not allow credit. 

THE CHalTRMaN: > But you make refunds. 

MR. COMMISSIONER LIPSET?T: if you take that stand there 
should be no refund? 


Wenneverpaiairefunds at the expiration of two years. 


MR. FRAWLEY: lt is) just one more capitulation 


to the oil business, that is all. 
Twant tovask you something about Exhibit "602". This is 
a statement showing the imports of refined products from 


Montana. 


* 


(Page 13,338 follows. ) 
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And you have an item here, Tax collected at Coutts? 

YeSe 

It would look as though the tax collector at Coutts brought 
in 24,87) gallons, or barrels, which is it? 

No, gallons. 

In January 1939 but of course the tax collector did not do 
any such thing? 

No, those are the individual importers, mostly farmers. 
Through the port of Coutts? 

Yes. 

The item might be more correctly, "Miscellaneous Imports" 
through the port of Coutts? 

Yese | 

And so on for other ports, Aden? 

YeS~e 

Wild Horse? 

Yese 


Whiskey Gap? 


Yes. 

MR. FRAWLEY: That is all, thanks very muche 
THE CHAIRMAN: Any questions, gentlemen. 

MR. PLOTKINS: I would Like to clarify some 


of these points. 

MR. PLOTKINS: New the tax, Mr. Appleton, is 
collected at the time the sale is made to the dealer? 

YOSe 

So that the dealer is not concerned with any tax? 

Ne. 

He pays so much for his gas? 


Yes, that is right. 
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Q Which includes the tax? 

A Well the tax is generally shown separate on the invoice so 
he knows which portion of the amount he is paying as taxes. 

Q So that so far as any losses are concerned he has no means 
of recovering them? 

4 None. 

q Now coming back to this statement, at what time or in what 


year did the system of coupons come into effect? 


Sb 1936 and '47, I believe. L have it here. 
MR.. FRAWLSY: Yes, that is right. 
A Yes, 1936 and '37. 
Q MR. PLOTKINS: Now previous to that --- 
A That would be the first of April, 1937. 
Q Previous to that time the farmer paid the full tax on 


gasoline purchases as the Act at that time defined 
"WeasoLine”? 

A YeSe 

Q And there was no refund? 

A No refund, yes, there was a refund but no coupons, no rebate 
couponse 

Q And previous to that, previous to the time when there were 
no refunds was there not a time when you collected the tax 
and the farmer never got any rebate on gasolines? 

4 I believe there was but the tax at that time was only about 

2 cents a gallon. 

Yes, it was three and then it was five? 

No, when it was 4 cents we paid a refund. 

Paid refunds? 


Yoese 


o> Sb &» ff 


So what is your reason or Gan you give us any reason why the 


farmer should get a refund when he is able to buy gasoline 
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and use it in his sars and trucks as well as in his tractors 
and other stationery engines and you have no means of knowing 
where he actually uses it; whether he actually. uses it in his 
car or in his tractor? 

No, not outside of the man's own statemeht which he makes on 
the application for the refund ble iml 

Q Well what is your findings in inspecting this difficulty, 

you have at times had complaints about farmers not paying ths 
tax on gasoline used in their trucks or cars and going on the 
road with them? 

Oh, yese 

Q You have? 

YOSe 

e Is that very prevalent, the farmers using gasoline in their 
trucks? 

We have quite eae number of complaints. 

Q Now why under those circumstances has there been nothing done 
to remedy that situation? 

I would not know. I have nothing to do with the policy. 

Q Now coming back to coupons, you have had e considerable 


number of complaints I understand where coupons are used as 


money? 
A YeSe 
Q Not only for the purpose of buying gesoline and using them 


as exemption certificates but also to purchase other 


merchendise? 
Yese 
Q Now -~-- 
MR. FRAWLEY: Other merchandise altogether? 
MR. PLOTKINS: YESe 


Q MR. PLOTKINS: Groceries, clothing? 
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Yes. 

in other words it is Social Credit money? 

I do not know. 

I mean it has been used as money. Now is that not the 
result? 

Yes, we heve lost money through that. 

Lt is very easy to do that, is it not? 

YES o 

Under the present regulations? 

Yese 

So that the Provines must lose a considerable amount of 
revenue through the fact that there is a traffic in these 
coupons as cash? 

Yes, they can jose some. 

Well they do actually? 

Yes, they jdo- 

THE CHAIRMAN: I do not understand that, a 


person giving cash for these coupons? 


MR. PLOTKINS: YeSo 
THE CHAIRMAN: Gets his gasoline more cheaply? 
MR. PLOTKINS: hat is it, Well I will 


probably clerify that. 

MRe FRAWLEY: If Mr. Appleton would just 
explain one transaction, how it might arise. 

MR. PLOTKINS: How could that arise? 

How the coupon could be used? 

Y6Se 

Well the farmer would just go into the oil company dealer and 
sey, "I have so many coupons, I want to get rid of them. 

How much will you give me for them". 


MR. FRAWLEY: and wheat happens in that case, 
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the oil compeny, they just teke them? 


MR. PLOTKINS: The agent, not the oil 
companye 
MR. FRAWLEY: ; I would sey the oil company's 


agent, they do everything through agents? 
It is all through the agent. | 
MR. PLOTKINS: But not to the knowledge 
of the company? 
Not with the knowledgs of the eompany. 
What actually happens , how cen the agent convert the 
coupons into cash? 
By turning them in on the account which he sends to the oil 
company to cover the account which he owes them. It is 
cash so far as he is concerned for $2.70 cache 
But he cannot turn them in on an ordinary transection where 
he sells gasoline or other products to the farmer because 
he has already received the coupon from the farmer? 
YeSe 
Then where he turns them in, is ---- 
As you mentioned before he has the seles to deslers, the 
deeler's coupons. 
In other words whet actually happens he delivers gasoline to 
a dealer? | 
Yes. 
To a dealer's pump? 
Yes. 
And that dealer's pump presumably sells the gasoline to the 
consumer? 
Yes. 


Houths, public? 


YeSe 
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Q But when the storekeeper or the garege man that has 
purchased this gasoline from the agent of the company -- 

4 Y6Seo 

Q Remits the cash to-the agent, the agent is in aA position to 
subtract so much cesh and replace it by coupons? 

S Yes. | 

Q Thetvis right? 

A Yeso 

Q And there is no means at the present time of seriously 
controlling that? 

Sb No, there isnot. There are too many coupons on the market. 

Q That is one method? 

A Yes. 

Q But there are other methods. Now is it feasible, and 
possible, and not only possible, is it not actually 
practiced at the present time where in the country town, 
With one general store that hes ae pump and purchases 
gasoline from an agent, the locel agent? 

S Yes. 

Q The imperial, B. As: or any other? 

4S Y6eSo 


Q And he wants 200 gallons of gasoline and he pays the dealer 


the regular local tank wagon price for the c40OvU gallons of 


gasoline? 
A YeESo 
Q But he hes in his power with the connivance of the agent, 


when it comes to the tax to say, "Here is 1 cent and so 
many coupons"? 


A Yes. 


Q And in many cases it has been proven he has received cash or 
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groceries or flour? 

Yese 

So in those eases theso coupons have been used for onsh? 

Yes. 

Just the same as currency? 

YeSo 

Because the storekeeper is able to convert them to the 
equivalent of cash? 

YeSe 

Now that is another method? 

Y6Se 

Then there is another method possible and ectually practiced, 
the farmer owes the agent @ bill for gasoline, ineluding 
gasoline? 

YeSe 

And he finds himself short of money? 

Yese 

But he has a reserve of coupons and he can go into the agent 
of the company and say, "Here are so many coupons and that 
wipes out my bill"? 

Oh, yese 

Thet is possible and thet is another method? 

Yese 

So there are a number of methods of defrauding the Government? 
YeSe 

Of the texes that are rightfully dus? 
Yes, through the coupons you mean? 
Yes, through the coupons? 

Yese 


Snd that has been brought to the attention of the Department 
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on various occesions? 

A Yese 

Q I have brought that quite strietly to their attention at 
verious times? 

A As a matter of fact I might sey that a= number of investigations 
are going on before the police at the present timo into tho 
same thing. 

Q Now is not a company egent, es opposed to our eanpany where 
we opemte from a central distributing point, in 4 much 
more favorable position, in fact is he not the only one 
who can do thet, I mean the locel agent, in connivance with 
the loesl garage or in connivence with the local store or 
in connivance with the farmer, he is the only one who is 
able to use these coupons in that menner? 

4 No,- you have ell these various trucking egents as you call 
them yourself. 

e) Yes, that is right, the dealer and agents can do the same 
thing? 

A Do the seme thing. 

Q But because they are not established in any central point, 


would they be quite so likely to do that? 


A Well they would have a harder time to get rid of their 
COUPONS. 

Q, They cannot quite as easily traffic in coupons? 

b No « 

Q Now is there eny intention on the part of your Department 


to remedy that situation? 

A Well, I do not know. You see I have just the administration 
Ot Ultra 
MR. PLOTKINS: Mr. Frawley tells me that he 
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H. J. Appleton 


Wishes to get away at this time. 

MR. FRAWLEY: VES Wa abr hie 

Mr. Appleton baek but I would like to make an application 
now that the Commission adjourn until tomorrow morning. 

THE CHALRMAN: Have we work for tho full 
day tomorrow, Mr. Frawley? 7 

MR. FRAWLEY: Yes, Mr. Stansfield is coming 
down from Edmonton tonight. 

THE CHAIRMAN: I ask the question because 
ale it is only a matter of an hour or so it is e shame to 
bring Counsel here for the whole day, you think it will be 
the full day? 

MR. FRAWLEY: YeSe I will not have the 
interruptions which I have had today I am quite sure of 
thet. 

THE CHAIRMAN: Then we will adjourn until 


tomorrow morninge 


(The Inquiry was here edjourned to be resumed at 10:50 A. Me 


September 21st, 1939. )} 


Th 


ae ea 


onhteeniter am shetietwane - tue i tue 


sec 


ze ay BA pao aa e eS a et i est oh b on nod 


Ta toa ev ie 


; = 4 Se Sis ee, ae | ee 
wi ne r J ., et ol $e Sy ae pete a 
Eee Suhh 4 7 So SP he eae iste Pa <n A 


= 
Y 5 
Ey aan “ oie a 
yu ’ sa he 
9 finn iticven 
td es, SceE re 
s oO - 
i aoe E 
. 
e i ‘ie ; 
Le Saenere 
i ; 
e Be ries 
a poke aS 
ee . ih 1. oO) 
. eae Be, 


i. RISE ibd peo ae ats oo oa i Date) 


at Ae 
re 


ISR il Pay 


ARAL! 
gh O4 
ale 


- 
(uk animulitl he Province of Alberta 


IN THE MATTER OF THE PUBLIC 
INQUIRIES ACT 
—and— 

IN THE MATTER OF a Commission, dated the 
12th day of October, A.D. 1938, to inquire 
into matters connected with Petroleum 
and Petroleum Products 


Commissioners: 
The Honourable MR. JUSTICE McGILLIVRAY 
(Chairman) 
—and— >) 


L. R. LIPSETT, ESQ. 


Session: 


CALGARY, Alberta___sePTemper 2iet, 1939 


VOLUME 


ony 


WP ty: ; 
thet 
; te -\ 
‘ae | Ta ae 
or cal 


i 


elt 
Tem. 
ft | atte! 


LOND) Bk 


VOLUME 119 - September 21st, 1939 


WITNESS : 


Hdgar Stansfield, affirmed.......ceseereeld, 547 
John Stuart Simpson, SWOTM....esseceeseeeld, GIO 


F. et ra Cot peo OCCU. LO yess a bo ose sce eres siete es LO & 


EXHIBIT 603 _ 
Sibmission presented to the Sommission 
by the witness Professor Edgar 
eG Paice) aia 21a) 0.9 4 a © mie wielelel ais esse ope LO yOue 


PXNTBED ¢ 604 
me ‘Letter in reference to the Fuel Oil 
Licensitg Aet under date of November 
LOte eevee rom Dr. Parkin of the 
National Research Gouncii to the 
a Oran oD itnée "Board oft Public 
Utility Commissioners of alberta, and 
produced by the witness Professor 
VM LOL higs es sd teks oe nat hose ses eee vepedayoDo 


EXHIBIT 605 
cae) Resulation wo. 10 of the Province of 
British Golumbia, Petroleum Control 
Posto story the estab) ishing of "sasoline 
prices ome graves and requiring grade 
po 8% Dic MOTO LOS , PRib oO FOR ore. ee eae Pea hee NGS B0 


EXHIBIT 606 
~ Booklet entitled "The Fuel Petroleum 
Brodwers 207%, \L958, and Rules and 
Regulati ons relating thereto issued by 
che Provincial Tax Jommission of the 
Province of Saskatchewan. .ce.cscceeccseee slid, 080 


EXHIBIT 607 
‘Letter produced by the witness Simpson 
of Harvey, Morrison & Company, 
Chartered Accountants, and addressed 
tour. Cottle, reporting on a survey 
made of a number of retailers of 
Dea sem TOC UGG wise + + wia'e)d bdiewlete s 6 o.0 ope s LO ya oe 


EXHIBIT 608 
Statement prepared by the witness 
cimpson showing a summary of opera- 
tions of reteilers of petroleum 
products, as referred to in the letter, 
Pee ee G OI ES Se 6 .. ee TAR. OE OL Ry © LOYSIS 


EXHIBIT "2" FOR IDENTIFICATION 
‘Report prepared by Peat, Marwick & 
Mitchell re the Texas Company of Canada 


OURO etetecdeigali ales a) suis w/a a wy, «4/5, eieid esis ely sie WO , 404. 


Hot 81. wee ties 


=a fi : : re 
Ot Git Le a 
ds a ar k 
Digt La hh REY On oot 
, ; Ais we 


4 * 
iv 


”’, 


, Ah hey 
Be te sy I ge 


oe Ne 
a APS, waa 
Sa re Ear * 


ea a a nee eae ni A ae eed Sas 


uM 
Rd 
ad 


te 


(bat iat bet tes 
“S SAVERS tae 
tL) SO Ie eee eae 
Qe ty 7 Gr, Ae oe De see r? 


~ 13,347 - 


10:60 A. Nie Session. 
2lst September, 1939. 


aes be 


MR. FRAWLEY: | ‘ My. Appleton was still 
under cross-examination when we rose last evening by 
Mr. Plotkins, but Mr. Plotkins phoned me this morning 
and said he was not interested in any further exam- 
ination of ur. Appleton so I am calling Professor 


Stansfield. 


EDGAR STANSFIELD, having 
been first duly affirmed, examined by Mr. Frawley, 
said; 

Professor Stansfield, will you just tell us what your 
present position is? 

Io am employed by the Research Counril of Alberta in 
work at the University of Alberta; as the Research 
Council of Alberta is in, shall we say a moribun¢c 
state, I am in essence employed by the University of 
Alberta but the Research Council still does exist 

aud under that I am Chief Chemical ngineer. 

You are the Chief Chemical Hngineer for the Research 
Council of Alberta? 

Yese 

Then are you on the staff of the University? 

Yes, Professor of Industriel Research. 

Now would you just state for the record what your 
qualifications are, your academic qualifications, 
Professor otansfield? 

I am a graduate of Victoria University at Manchester, 
England, and hold the is. S. I- Degree, the ‘laster of 


Science Degree from that University. 
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Q And what has been your work since graduation from the 
University? 
A I did teaching work for several years. Then after- 


wards I came vut to this country and I was employed as 
& chemist at the Dominion Iron and Steel Works. I 
afterwards went to iwcGill University where I was en- 
gaged on an investigation of the coals of Canada for 
the Dominion of Canada. From there I was transferred 
to the Department of Mines in Ottewa and I was chief 
chemical engineer of the Fuel Testing Division of the 
Department of iiines in Ottawa; in that connection I 
had to take charge of a considerable quantity of work 
on oils, oils and gases, as well as coals and other 
solid fuels. 

I was also employed &s 
the chief chemical engineer for the Lignite Utilization 
Board of Canada; that was at the same time as I was en- 
ployed by the Department of Mines. The two, I was simply 
loaned by the Department of \iines for tuis other pos- 
ition. I then came to Alberta to my present position 
whieh I have held since then. That was about 1921, ahout 
then Nee cane to Alberta. 

Q Now have you for some time Veen giving some consideration 
to the matter of standardization of petroleum products 
in the Province? 

4 Yes, I have since 19%5 or 1936. 

Q, And I have asked you to come to this Commission to make 
a statement of a general nature as to your views on the 


question of the standardization of petroleum products in 


Ke Stansfield 


-~ 13,349 + 


the Province? 

Yes. 

THE CHAIRMAN; Since 19, when? 

Since 1945 or 1936 I think. Wo, excuse me, I think I 
ought, if I may be allowed to change that, I was a 
member of a committee appointed by the Legislature of 
Alberta in 1929 and we were asked to consider standards 
then so I have been really considering it since 1929. 
iiRe FRAWLEY: And you have some views 
on the advisability or otherwise of the introduction of 
Standards in the petroleum industry in Alberta? 
Certainly. 

Would you now just make that statement. You have given 
me a memorandum, Professor Stansfield, which it would be 
quite all right for you to use as a guide and it may Le 
vest to first file Professor stansfield's memorandum, 


and I would offer it as m wtxhibit. 


(t#HMIORANDUM PRODUCED BY THE 
WITNESS PROFESSOR STANSFIELD 
HERE wAnLED AS EXHIBIT 


NGOS), 
THE CHATRWAN: A memorandum re standard- 
ization. 
idRe FRAWLEY; It is a memorandum re 


standards of petroleum products. 


MRe FRAWLEY: Now Professor Stansfield, 
you can just take your memorandum and follow it as 
closely as& you Like? 

IT think probably I will use these words and follow it 


pretty closely. 


i 


E. Stansfield 
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Q Very well? 
I suggest to begin with tnat/osrs are commodities the 
quality of which cannot readily be judged by the con- 
sumer, sO that he is somewhat at the merey of the 
vendor. The result is that consumers will tena to buy 
only from large firms with a high reputation to maintain. 
Smaller or younger firms selling an equally good product 
must find it difficult to make this fact known to the 
consumers, and firms maintaining a high standard may have 
tO meet competition with inferior products. 

The maintenance of a un- 
iformly high quality by all producers and wholesalers, 
however, would not necessarily protect the consumer, as he 
might be victimized by blend ing or substitution somewhere 
along the line of distribution. 

The adoption and enfurcement 
of standards would have the advantage that it would com- 
pel all producers and vendors to maintain at least the re- 
quired minimum standard of quality. This would be @ pro- 
tection to the consumer, and produners who regularly 
maintain a high standard of quality would be protected 
from unfair competition with producers having lower 
standardse 

It would be impracticable 
to attempt tc give government protection to the con- 

Sumer and vendor in all cases where the consumer could 
not himself judge the quality of the commodity he is 
purchasing. But in the case of fuel oils, where the 
aggregate sales are large and the consumers form a 


netable fraction of the total population, there is a 
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strong argument in favour of the establishment of. 
standards. | 

Now may I just discuss 
a little bit the quality of the gasoline as you would 
consider it in the standard. //The quality of Such a 

| 

fuel oil as gasoline is not capable of absolute stand= 
ardization; it must be relative. A&A gascline must be 
suited to the engine in which it is to be burned, and 
it must be suited to the season. A good gasoline for 
one Gar or at one time of the year might be impossible 
for another car or in another season. A gasoline should 
permit ready starting of the engine and smooth accel- 
eration, and should not cause knocking in the engine; 
it should burn completely and not leave an unburned 
portion to dilute the lubricating oil ir the crank case; 
and it should not cause vapour Jock in the feed line. A 
gasoline should not contaix corrosive constituents as 
received nor form excessive corrosive products when 
burned; moreover it should not contain gum, either when 
fresh or after storage, as gum tends to choke the car- 
burettor. A gasoline for use in winter should not congeal 
at any temperature to which it is likely to be exposed 
during use. Finally a gasoline should not be so vol- 
atile that its transportatior and handling involve undue 
hazard of explosion and fire. A similar qualification 
applies to kerosenes for use in wick type lamps. 


I just mention that as 


another example of where precautions, standards have 
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a precautionary value. 

The adoption of stand- 

ards might do more harm that good. If the standards 
are unduly stringent the cost of production may be in- 
Greased without comparable increased vaiue to the 
consumer. In any case, all producers would naturally 
tend to supply merely the required minimum atandard of 
quality. This might result ina distinct drop in 
average quality sold, particularly if the ratandards were 
made too lenient in the effort tc avoid increased cost 
of production. Furthermore care would have to be taken 
to provide for periodic reconsideration and necesrRary 
modification of standards to prevent them becoming a 
drag on improvements to be expected in engines and oils. 

I might say that there has 
been a gradual evolution in the quality of gasolines, 
and particularly probably in the quality of the engines 
made or the motor car industry and the gasolines re- 
quired for them and if standards are introduced and 
left at a fixed status they might be a drag on the 
natural evolution cf the petroleum industry or the sup- 
plying of the products to the consumer. 

I then sum up the pros 
and cons of standards. If the petroleum industry is 
suffering fran unfair competifion, and iv the consumer 
is suffering from producers who let the quality of 
their products fall below the reasonable expectation 
of quality for the grade, then the establishment and 


enfcrcement of carefully prepared specifications would 


sear 


E-Stansfield 
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be an undoubted advantage. If on the other hand the 
main trouble is that of fraudulent bliending and sub- 
stitution then this difficulty might be overcome by 
Suitable regulations and the cost, trouble, and possible 
drag of standards could be avoided. 

I al suggesting that aa 
@ basis. Those are points that I: do not think I should 
be expected to give expert opinions on but I am suggest- 
ing the pros and cons, the corditicns under which I think 
Standards should cur should not be applied. 

Standaras would be worse 
than useless unless enforced; consideration should there- 
fore be given to the procedure to be followed, and prob- 
able cost. In 1986 two different departments in Ottawa 
Eeposeae their charges for completes tests of gasoline 
were as $10 and $25 respectively, with reductions for 
several samples. The price of $25 is probably reason- 
able for a single sample where the chemist is not normally 
employed in this work: Lut it is dov.biful whether a 
complete test could be made, even under advantageous con- 
ditions of steady work on gasoline, for a sost of much 
less than $10 per sample. It can be seen that an inspect- 
ion and sampling programme, extensive enough to male 
every vendor in the province realise that he was liable 
to be inspected at any time, would be of prohibitive 
cost. One difficult question has been asked in this 
connection ~ If a substandard gasoline were found ina 
retail vendor's pump, who is to be held responsible, the 


producer or the vendor? Zt can be confidently anticipated 
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thas each will blame the other. 

I do not need to suggest 
that it would not be possible to cut down the test- 
ing of samples to an abreviated sample and to get in- 
dications in that way of an inferior produet and then 
if it showed an indication of being an inferior prod> 
uct you could then have a complete test, but I am sug- 
gesting that the »10 would be a fair average cost. 
MAJOR LIPSETT: That you think would be 
Ba. Gur vost for the test required to take a sample 
and to see that that sample was correct? 
I am just suggesting that and also possibly we could 
make some slight economies by leaving it to the dis- 
eretion of the party making the test. If his first 
test satisfied him and te decided that the sample was 
up to grade, he would not complete all the tests but if 
he was at all suspicious he should then make a complete 
test and I consider that $10 would not be too much. I 
am suggesting that and I feel very strongly myself on 
the advisability of it. 

One possible solution of 
this difficulty would be the enforcement of the use 
of sealed tanks. The tanks would have to be so sealed 
that gasoline could not be introduced without the seal 
being brokene <A truck driver employed by any producer 
or wholesaler to distribute gasoline, to pumps carry- 
ing his brand names in the retail filling stations, 
would be required to inspect the tank on arrival at the 
station and to note the number of the seale He would 


then break the seal, refill the tank, reseal and record 
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the number of the new seal attached. This would make 

it possible to hold the producer, or distributor, 
responsible for substandard quality, and would reduce 

to a practicable scale the number of inspections to be 
made eid samples collected.» Such a sealed tank arrange- 
ment would give the consumer protection against fraud- 
ulent blending or substitution. Occasional inspection 
would of course be required to insure against devices 
whereby the tank could be refilled without breaking the 
seal, but such inspections would not necessitate the 
taking of sampies for analysis. 

I am now going to discuss 
very briefly the question of standards as implied in 
Canada- The Canadjian Government Purchasing Standards 
Committee, a committee working in co-operation with the 
National Research Council, had, up to July 19th, 1939, 
issued five standard specifications for gasoline and 
other fuel oils. Those are the gasolines and other 
fuel oils to be purchased by the Dominion Government. 
This body issues new and revised specifications at 
frequent intervals. I just mention that to suggest 
these five will probably be increased shortly or ins 
creased. at intervals. 

The National Researoh 
Council, after consultation with the petroleum industry 
and othcr interested parties, that was in 1935 and 1936 
I believe, has prepared spesifications for gasoline as a 
guide for any province that wishes to adept such spec~ 


ifications;: and some provinces have made use of them. 
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I believe that Nova Scotia, Quebec and Saskatchewan, 

I believe they have made use of those and there may be 
others that I have not learned about. These specifi- 
Giations vary in type from the gasoline specifications 
of the Purchasing Committee but their form appears to 
be muuch preferred by the petroleum industry. 

It might be anticipated 
that any standards adnpted in Alberta would follow the 
main lines of those of the National Research Council; 
with minor adjustments to take care of local conditions 
in Alberta. Such modified standards were drafted late 
in 1936 and referred to a considerable number of in- 
terested parties and received fairly general approval; 
but no further action was then taken. At that date this 
Province did not possess:the necessary machine for de- 
termining the octane rating of gasoline - an important 
factor in standardization. This machine has now been 
purchased and is at present being installed in the 
University at Edmonton. If standards are established 
all necessary or advisory tests can be made, with the 
instruments installed at the University. 

Work on fuel oils is being 
done for, and under the control of, the Provincial De- 
partment of Trade and Industry in the laboratories of 


the Research Council of Alberta at the University of 


Alberta. 
Q Re FRAWLEY: - Now Professor Stansfieid, 


there are one or two questions, you speak there of the 


setting up of standards at filling stations. I think 
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perhaps that expression appeared once or twice in your 
memorandum. As you knuw there is a great part of the 
gailonage sold in Alherta sold at wholesale or in bulk, 
as we say, to the farmer consumer? 

A Yes. 

Q And so you say, do you coutemplate in any recommend 
ations which you have made to the Alberta Government 
or in the work you are doing, do you contemplate that 
this standardization will extend to the sale of gas- 


oline in bulk at wholesale points? 


A I think so, certainly.. That would be my impression. 

Q You see no reason at all why it should not extend to 
that? 

A No; 

Q Then just complimentary to that, do you also see any 


reason at all why the standardizetion cannvut extend to 
the whole range of petroleum vrodusts beginning with the 
best gasoline and extending down to the cheap farm fuel? 

A That is done in Saskatchewan. and I think, I would ex- 
pect the same prucedure to be followed here. 

Q, Alek might? 

A Hire Frawley, there is the letter from Dr. Parkin. 

Q You have something further you would like to put into 
the record? 

A I have here a letter from Dr. Parkin. 

& Whoris Drs, Parkin? 
He is the officer in charge of work on petroleum of 
the National Research Councii in Ottswa? 

Q It is a letter? 


A It is a letter addressed to G. A. Thibault, Secretary, 
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Board of Public Utility Commissioners é& Edmonton and 

it is dated November 19th, 1936. I will just read 

quotations from it. It is headed "Re: Fuel Oil 

Licensing Act. I have your letter of November 10---- 

THE CHATRWAN: Just excuse me, are you 

offering the letter? | 

wRe FRAWL GY: Yes, I am quite content 

that 1t should ve put in and I think it should be, the 

whole of it should be before the Commission. 

THE CHAIRMAN: Yes. 

mRe FRAWLEY: Then Et will offer this 

letter to be marked as the next Exhibit. 
(LETTER PRODUCED BY THE 
WITNESS PROFRESSOR STANSFILLD 
Hilts wARKED AS EXHIBIT "604") 

Q mite FRAWLEY: ‘ Yes, and once the letter is in 
it had better all be read? 

A You mean to read everything? 

. Yes, the whole letter and you can comment on any particular 
part you ave interested in? 

4 I might just explain, I mentioned that some draft speo- 
ifications were prepared in 1966 and submitted to in- 
terested parties for comment. There were a number of 
representatives of the petroleum industry and the pro- 
ducers and the motor car industry and the general public 
interested. 

Q, Just let me add one thing, I notice the letter is addressed 
to lire Thibault as Secretary of the Board of Public 
Utility Commissioners of Alberta, is it not so that at that 
time the administration of the Fuel Oil Licensing Act under 


which standardization would come, was at that time under 


ele 
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the control of the Board of Public Utility Commissioners? 
That is my understanding and i8 at present under the 


Department of Trade and Industry. 


Yese 
Pee Danie: Re: Fuel O11 Licensing Ast 
e I have your letter of November 10, re- 


"questing comments on four suggested specifications 
"for gasoline drafted by the Research Council of 
"Alberta « 
« As you infer, the National Research 
"Council is much interested in the question of 
"Gasoline grading and standardization. The 
"question has been studied oy the Council during 
"the past few years and specifications have reen 
"drafted, We are therefore happy to co-operate 
"with your Board and suomit the foilowing comments: 
iM The two specifications prepared in 
"Ottawa, namely NRC-8, 

that I referred to il my previous evidence as the National 

Research Council's specifications and 5-GP-1, that was 

the Government Purchasing Commission's specifications, 
"Cover gasolines of essentially the same qualities 
"but differ in the system of grading employed. That 
Wemployed in 36 GP<l is, in our opinion, more flex~ 
"ible, in that it affords the purchaser a greater 
"range of choice and is more comprehensive. On the 
“other hand, certain of the Eastern Provinces ob- 
"jected to the greater number of grades provided 


“and to the greater complexity of nomenclature of 
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"the gradese It was due to these latter objections 
"that our original method of designation was 
"changed to that of NkC~8. Later, for government 
"purchasing purposes, our original method was 
"adopted in 8 GP-1l. 
, It is judged, from information con- 
“cerning gasolines on the market in Western Canada 
"supplied to us, or ohtained from the tests of 
"samples collected for the Council in the West, 
"that western gasolines comply with the Council 
"specifications in all respects except vapor pres- 
"sure and sulphur. 
tt None of the samples tested in the 
"laboratories here - some 30 of summer grade - 
"failed to meet the vapor pressure requirement and 
"only a very few of those, concerning which in- 
"formation was supplied to us, failed to comply. 
"It is considered therefore that the vapor pressure 
"requirements of the Council specifisations, adopted 
"in proposed specifications B and D, are satisfactory." 
tL. see be refers to VA", "Re", 
"cv and "Dp" and I might state that "A" was the National 
Ressarch Council's specification and "B" was a modifica- 
tion of it which I had proposed to meet Alberta con- 
ditions; "C" was the Government Purchasing Commission's 
specifications and "D" was a similar modification which 
I had suggested to suit Alberta conditions so "B" and "p" 
are both modifications, "B" is of the National Research 
specifications "D" is of the Government Purchasing Com- 


mission's specifications, so that the"proposed spec- 
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ifications "B" and "D" are satisfactory", those are the 
ones which were suggested to be modified to meet Alberta 
’ Conditions. 

i! Quite a number of the samples, on 
"which information was furnished us, failed to meet 
"the sulphur requirement of the Council specifi- 
"sation . Of the 50 samples tested here, of which 
“unfortunately only & were non-ethyl, 7 exceeded the 
“allowable sulphur, the maximum being .106 and these 
"7 included the 4 non-ethyl samples. This was to 
"be expected since it is understood that the Ethyl 
"gasoline is held to a rigid limitation on sulphur. 
" The 0.10% maximum limit for total 
“sulphur is quite generally used. While the need 
"for so low a limit is questioned by some, reliable 
“information which would indicate a safe maximum is 
"lackinge As no hardship was imposed on the industry 
"in the Hast by the 0.10% limit, this requirement was 
“retained in our specification, pending the securing 
"of further reliable information. At the sane time, 
"it was fully realized that some adjustment of this 
"requirement would be required, in all probability, 
"to meet conditions in the West. It was planned to 
"hold a conference in the west to thoroughly disucss 
"the Council specifications before recommending 
"their adaption as a national standard. 
“ It‘is a oneiaened that the modifica- 
"Eion in the cal shee requirement, proposed in the 


"suggested specifications B and D, permitting a 
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"0.15% limit in the lower summer grades, is a 
"reasonable and satisfactory solution to meet con- 
"ditions in the West, in the light of our 
"present knowledge. 
q It is noted that in specification B 
"the minimum octane number for grade &@ gesuline is 
"raised from 66 to 68. This increase is considered 
"inadvisable." 
It ft might just inter= 
polate there, I believe that was probably a misprint 
and not a deliberate changee I do not remember trying 
to nake any change on that point. I forgot to look that 
point up but I believe it was just a misprint. 
"This inerease is considered inadvisable. It is 
"“understocd that the refiner is not permitted, by 
"the terms of his agreement with the ithyl Gasoline 
"Corporation, to exceed an octane number cf 70 on 
"the second or so-called Q grade gasoline. He will 
"thus be required to produce his gasoline with an 
“octane number between 68 and 70. This narrow 
“range will impose a serious handicap on the re- 
“finer in the production of the grace of gasoline 
“of which most is sold. It is considered probable 
"that the upper limit on second grade fuel will 
"be raised by the Corporation to possibly 72 octane 
"in the near futuree Until this is done, it is con- 
"sidered desirable that the limit should be re- 


"Gained at 66 octane for grade 2." 
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A major innovation in the suggested speeifivations 
Band D is the presenting of minimum as well as maximum 
temperatures for the 10% point in the distillation 
test. This has presumably been done to take care of 
a condition in connection with oertain gasolines on 
the market in the West. In principle, the placing 
of a minimum limit is perhans sound. What the attit- 
ude Of the refiners will be on the proposal is_iun- 
known. However, from the standooint of the situation 
in the Hast the spe@ified minimum temperatures are 
bOO Haen. 

10% point temperatures on gasolines on the 
mpree. ii Unterioa Tange eas low. as 1LOz degrees’ F. 
Oreo a) er OOlletted 2n Way, 1.¢., Winter @rade, and 
Or One Of the best known ethyl gasolines on the mar- 
ket, the temperature was 196 degrees F. in May. To 
meet conditions in the Hast; it is therefore consider- 
ed that the minimum 10% point temperatures should be 


as follows‘= 2. Shall I read. that? 


MR. FRANLSY: Pee ce ae Ged yee 
YT ouectritation. 5b Specification D 
ei VIN Ee Oa 
Summer 1A 120 (28 Se a O Lear 120 J LL 
“Winter Loo LOS DO LOC. EU dala 


Those are all degrees [. 


"The advantages to the public,"- these are really 
the paragraphs I wish to call to the attention of the 
Commission - " The advantages to the public, indsuatry 


and authorities of national standards render it highly 
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"desirable that, if at all possible, there should be 


set up a single Dominiom-wide specification for motor 


esoline. This Wes, in Tact, the ultimate aim of the 


09 


of the Council in preparing its stendards. While, 
due largely to force of circumstances, a start had 

to be made in the Yast, the Council has always con- 
templated making an investigation of the situation in 
the est and the possible revision of its standards 
to meet western conditions, thereby making the stand- 
aerde e0pLicevle TO ali’ parts of the country.. The in- 
vestigation being carried on b: the Research Council 
cf Aloerta Would seem to render unnecessary any further 
study by the National Research Council and we have to 
consider. now what modifications should be made in our 
specifications to meet the- Western conditions. 

" While, of-course, I am unable to commit the Council 
in any way, my personal opinion, in line with the fore= 
going comments, is that our specifications might be 
al«ered in the sulphur requirement and, if no serious 
opposition is offered by the refiners to the establish- 
ing of a lower limit on the 10% point temperature, a 
minimum 10% point temperature, as tabulated a.uove, 
might be included in our specification. If these 
alterations were agreed to by the Council, our spec- 
ifications would presurebly meet your requirements. I 
shall bring these suggestions to the attention of the 
President of the National Research Council. 

"as between our two specifications MRC-8 and & GPp-l, 
my own personal preference is for SGP-l because of its 
greater range and flexibility. However, as already in- 


dicated, the refiners and provincial authorities seem 
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Woo preler Lhe simplicity of.NRe=e, 

There is cne important suggestion which I should 
like to offer. If legislation is contemplated in 
this connection, ‘he technical specifications should 
not be incorporated in the legislaticn. If vapor 
pressures, octane numbers, eto... ane speciltied in 
at wet, 12.28 difficult, to chenge them, es ie wicet 
necessary with changing conditions and improvements 
In the art." 

That is the point I stress in my own evidence. 

" T trust that the foregoing rather lengthy com- 
ments may be of value to your Board, and venture to 
hope that, through co-operation. a. single, national. 
standard for gasoline mey result. 


> (OUTS. Very. Cray. 


icer in Charges, ™ 

Mra stansfieré, particularly dealing with those parts 
you have called special attention to, do you adopt 

the views of Dr. Parkin, the views and comments he 
has made there. Are you in accord with those? 

I would not iike to discuss these temperatures actually 
at the present time without geving into them much more 
carefully. But the general comments I agree with. 

I was thinking of the value of the dtcument to the 
Commission. Dr. Parkin is not here but if you are 

in acccrd with the views he expresses? 

Yes VOLTS 

With such exceptions as you-care to make then the doc- 


ument will be of more value to the Commission? 


Yes I gndorse it. 
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THE CHAIRMAN: Mr. Frawley, the Commission 
are getting nu copies of these things that are coming 
UD « 

MR. FRAWLEY: As to Chis; pawticuleariy this 
last document it is a letter which Mr. Stansfield pick- 
ed from his file and broueht tone with him last. nieht. 
THE CHATRMAN ; Yes. But it is convenient for 
US vO Teve Copies. We have e@ copy Uf Exhibit 609 but 
we have not the memoranda that goes with it. 

MR. FRAWLEY: There is some confusion there 
and I will straighten that out. There was something 


filed I am sure, the complete thing filed. 


THE CHATRMAN: Premeserry tor suiverrapt. 
MR. FRAWLEY: Liew is eu Tt Taye to. ask. 
MR. NOLAN ‘May I ask Professor Stansfield 


a few questions? This letter to which you have just 
made reference is dated the 19th of November 19356° 

Yea. 

What has been happening since then? That is three 

years ago. 

T think as Mr. Frawley pointed out the question of 
gasoline standards at that time was under the control 

or the Public Utalitgves Commission ., It was transferred 
to the Dept. of Trade and Industry anu I think the 

Dént. or Trade and Industry was not conversant with 

the situation at the time and had net developed an 
interest in it and the matter was allowed to lapse 

for the time being. The Dept. of Trade and Industry 

is now taking e keen interest in these things and 
the matter is being taken up again. 


It is being taken up now? 
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It is being taken up now. 

Terl Mew un sas us 15 possibile to have a.specifiecation 
that is’good for all of Canada; a National Specliication? 
I think probably it could be made wide enough - 

As you have already heard IT did not wish to accept 

the National Research Council's sPesification as 
available at that Time without modification to suit 
alberta conditions. 

4S I understand you there would have to be some mod- 
ification? 


here ought to be some modification and I would suggest 


hy 


a Ure 

favene, veeerds Tote particular conditions existing in 
Lhe Par viIGuLar’ frroyinces 

¥éS, but-as—I pointed out in Dr. Parkin's letter he was 
apparently quite willing to ask the National Research 
Council to change it or make modifications to suit 
4i:berta conditions. He made the staterient he would 
recommend that to the Director. 

MR. FRAWLEY: Ard ours would become the 
National specification? 

They would modify theirs to make it suitable also to 
Western conditions. 

ations and standards haven't they? 

Yes. 


How'did they arrive at their standardization, from the 


tt. 


Research Council? 


They based theirs on the National Research Council. 


Modified to apply to their own conditions, I take it? 


Dae el Seve Ss 


Mie NOLAN: Saskatchewan have ,ot specifications 
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Q Would there be any difficulty about Ai oorte Going the 
same thing? 

A Modifying them to suit, no. ; 

2 hen did Saskatchewan do that.: That was after 1936 
Was. ut 

A Tes, 

a) Because that is when they were drafted by the National 
Research Council? 

A Yes. 

Q ihe date perhaps is of no importancs. They have had 
it in Saskatchewan for a year or two have they? 

A ft am sorry I seem to have misluid that at the moment. 


Tite prOveoly Unitporvant. ¥ think it has been if 
Poree {o0e coupie Of years. 


doing in Alberte now? The Denartment of 


oO 
7) 

ay) 

or 
seb) 

i) 

D 
QD 


oroge Goh AnGusptry is taking 1% up? 


Yes. 


bs 


Q beCevse We have Had 1: under consideretion for ten 
Veores Baven't we, on ard off? 
Wes. BAY 2 Yea buG. 1 think Tt-would be 
useful to have Dr. Stansfield say what they are doing 
now narticularly. 
MR. NOLAN: There has been e survival of 
interest in it locally within what, the last few months? 
A Dix MOntThe. . 
ey, What are we doing? 
A At the present time we are instelling an octane rating 


machine to nake tests. We just sot that recently. It 


has just been purchased and is being erected on its 


foundation today in the University. Up to the present 


we have not hed an eneine able to make that test and 
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H. Stansfield ( 
when we did the work in 1935 = no in 1935 we did not 
do any ortane rating tests. In 1936 we did some more 
work and then we sent our samples down to Kansas Gity 
to be tested. That was a very unsatisfactory way of 
having tests made. 

Q That was to find the octane number? 

A That was ts find the octane number. All the other tests 
were made in Edmonton. Sut to make the octare number 
test 1t was’ sent down to Kansas City. 

Q are we tO expect standardization,Professor Stans- 
field,in the near future? 

A I would suggest that was a matter for discussion be- 
tween the Department and the industry. 

Q You can tell me what is going on at the present time? 
MR. FRAWLEY: He ie preparing the way. 

MR. NOLAN: YOu are preparing the way? 
A Preparing the way. I can perhaps tell you what my re- 


commendation would be~w Im L9S6 when this matter: cams 
up again we made a survey of all the gasolines we could 
obtain in Zdmonton. It was summer gasolines in that 
case. We made an analysis of them and the test for 

the octane rating as I said was done in Kansas City. 

On the basis of that we considered whether the Netional 
Research Council specifications weuld suit Alberta 
conditions. “ve found quite a number of samples would 
not pass these specifications., We felt it was probably 
inadvisable tc leave the specifications under those 
conditions. We made four possible drafts of specific- 
ations and submitted them to a large number of interest- 
ed parties and the comments were received, as a whole 


all favoring - with very few exceptions favoring the 
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specification poferrea LO ae Doin’ Dr. -Parkinise letter. 
At that time I thought thet. the specifications were 
likely to be introduced. Now then when the question 
came up again recently and I was consulted I took the 
attitude that I would not like to recommend snecific- 
ations in 1939 as a result of tests made in 1936 and 

i felt that tests, a much more comprehensive series 
of tests should be made now before anything was done. 
Is that being done? 

That will be started as soon as that machine is avail- 
able, That is my idea of the situation. IF further 
recommend that if we find as we begin these tests 

that there is anything drastically wrong with a lot of 
the samples being done that a conference gnould be 


Or some steps should be taken to put standardiz- 


et) 


hel 
ation, intoeffect at once. If we find that the consun- 
en is not being seriously victimized at the present 

time then wei should go a little more slowly. fhere is 


no necessity for haste... We should go a little more 


slowly about it. and take time to consult again with the 


interested varties and take care that the snecifications 


if adopted that they shall be as satisfactory as it is 
possiblé to make them to all parties. 

That is what “I wanted to ask you. Before they are fin- 
aliy brovuent into operation or ecoption Ttiiid wenalter 
discussion with the Industry will it not?. 

T should expect so. I would prefer that certainly my- 


self and my personal recommendation would be to that 


effect. 


You have always discussed it before with the Industry? 


Vee, end Ido not see why 17 should not be done in the 


future. 
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Stansfield 


MR. FRAWLEY: That certainly was the proced- 
ure adopted in 1956 even though the specifications 
Were not immediately put into effect? 

Yes. 

And many opportunities ,were given to all branches 

of the Industry to say what they had to say about the 
draft of specifications?’ 

bio 

THE CHAISMAN: I see you heve offered argument 
Pro aiid GON Tor Tie introduction of standardization 

and against 1t. What is your personal opinion? 

Should or should not there be standardization in the 
Province of Alberta? ; 

E think my opinion goes back to my last statement 
there, £f the consumer is being victimized at the 
present time there should be standardization. If he is 
DeIneivyielimised vy aw interior product from the 
preoducer.> But. if iG is merely - and this is a question 
Where the Industry can answer it better than I can - 
LICL YS Mereiy se question of blending and substitution 
somewhere along the Line of distribution I think the 
system of sealed gas tanks would be a simple way of 
handling the situation and might meet .he difficulties. 
MR. NOLAN: May I interrupt to ask Profess- 
or Stansfield if that ated eas tank idea: has been 
used elsewhere Decause I have not neues ee WP cetore? 


¥ have been told it has been used in Montreal and is 


being today. 
tseit weed in the States? 


T cannot tell you. 
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Kd. Stansfield LS OT ee 
MR. COMMISSION@R LIPSETT: Have there been some 
submissions to you or to the people who have been 
connected with you that there is snharieuyd on of 
gasoline being generally -- 

A From personal conversations. . 

@ Between the Refinery and the general public? 

A From conversations yes. 

A) Une Lares scale? Is your impression it is\on a large 
scale or just isolated? 

A Probably isolated instances. That is a point of course 
2 on NOt tees position to state. That is just my own 
Personal Opinion. 

8) That would be something against the wishes of the 
Reliners, 

A surely. 

Arno Outside of their control’? 

A WiGeloo Or tigi control. My personal feeling ta itis 
to the adventage of the Refiners and I think would 
meet with their approval to put in sealed tanks. That 
would be my-opinion. 

THE. CHATRMAN 3 Professor Stansfield, quite aside 
from fraud and peoole being victimized and all the rest 
do you see no advantage in ihe public knowing exactly 
what they are buying? 

A Yesod. dO. 

Q Supposing there is no blending and supposing I am buy- 


ing an inferior gerade of gasoline and paying the top 


price. wThene ds)r0 blending at all. No change from 


the time it leaves the refinery. ‘Why Showa 10 Gr 


know what I am buying? 
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Stansfield ba Pero A 


i think there is quite an advantage in that. The only 
difficulty comes if it is possible that the standards 
are going +o end up by being a drag on the evolution 
and we are better without then. My personal opinion 

is the fevor of standards. 

TY wanted to examine into that too. You speak about it 
Deing a drag on the Industry. So lone as you are set- 
ting minimums how can it:be a drag? A person who wants 
to make a much better gasoline and advertise it as such 
if so much beyond a particular standard or over a part- 
teUlerierede,«ithey are at Liberty to do so, You are 
not proposing a maximum in your standards? 

NOutherenis no .maxinum. 

therein, would it be ea.drag? F.can quite see thée-point 
of expense._to the Govemnment but we will come to that. 
But at the moment wherein does it prevent refiners who 
have made such wonderful strides in refining processes 
eontinuing to improve? 

ty feeling would be that as a matter of competition if 
there are three gradés that the public would get into 
the habit of buying number one grade and number two 
gerade and number three grad2? and would only want to 

pay the price for that grade and the nutural tendency 
for the producers would be to make for each grade some- 
thing just.4 little bit above the minimum. They would 
not be apt to get paid if they went considerably above 
the minimum. Therefore they would tend not to cc it. 
But I think if as I suggest care was taken to leave it 
that these standards could be shaneed shabl [I say once 


a year or something of that sort the Industry would 
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Stansfield 


themselves recommend if there was a change that the 
standards should be raised. That would be a reasonable 
expectation from year to year. The standards might be 
raised and the standards therefore would not be a arag 
On the natural evolution. That of course was Dr. 
Farrin’ Ss pGint that the reeulations for the standards, 
the actual details for the requirements should be 

put in the form of regulations and not included in 

the Act. That is the system adyxnted in Saskatchewan 
for example. 

70 Grovide tor e€lasticity ? 

TO Sroevicde tor elasticity, 

I supoose there would be no difficulty if you feared 


you were getting - that the Refiners were putting out 


the minimum every time ‘there would be no difficulty 
Pocseive I there should be & proper demand Tor it 
making still a higher grade than anything already in- 
troduced, adding another grade in short? 


Weil 1 coubt if that would be advisable and I do net 


think it would be necessary. 

Tt was thinking that certain Refineries might come up 

to a certain standard and other Refineries might have - 
I speak without knowledge new of refining ~- they might 
have machinery thet woul¢c only permit of the manufact- 
uring of gasoline of a certain kind. To change the 
standard every year by regulation might have the effect 
of requiring people to make tremendous capital expend- 
pia eau lige sca 
in making any changes? 


Yes. My anticipation would be thet the changes would 


be most likely asked for and come from the Industry 


themselves. 


That of course you would take into consideration 


So 


A 


Stansfield = a 


if, you are going to geo in for standardization Tf 
think you might as well make up your mind that the 
Endustry probably will not be unanimsus in their 
views and recommendations. Conflicting interests 


will have play. Conflicting viewnoints will be 


ee 


brourht to your notice Afowever I vbserve you have 
spoken of gasoline. Anat evout’ tire Drotec tion ta 

the farmer? Take the man with the Diesel engine and 
he is’ unknowingly buying something that will ruin it. 


Should he not be »nrotected es much as the motorist? 


Your views with regerd to standardization anply ecually 
to farm ‘tractors as they do to consumption by motor 

car owners? 

Yes. Ac far es I am aware the National Research Council 
speciticavlons do not go up ‘to tractor fuel. © Tre 'Cen= 
adian Purchasing Commission included Diesel Fuels 

and Tractor Distilletes and Aviation fuels and other 
Products, 

Mheeny eyent in the Province of Alberte you think that 
such protection as standardization provides should be 
eit ordeds to. the farmer quite as much as “vo the ordinary 
motorist? 

ices.t, Li them be lis eG oie consumer. 

DnoLeeAS Noaprecticel’ difriculty in setting-up stand 
ante Tor iern products L take’ 1t* 

Not to protect him asainst somethine that would do 
damage to his engine. But we have not available the 
necessary ecuinment for testing Diesel fuel equivalent 
Voutwe Gitens Pvevine 8 Ido notrthink that’ would. be nec- 
essary to insist on that for the time being. Et may be 


advisable in the future, sometime or other. But we can 
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Stansfield 


make all the tests to see he was not going to get any- 
thing to damage his engine or anything of that sort. 
You gannot give him the same measure of protection 
that you give the ordinary motorist? 
Not quite. tne item would be the octane. 
What would it involve in expense to put yourself in a 
position to do so? 
$500 or $800 something like that. 
That might not be such a tremendous expense if it 
helped ald uve farmers in Alberta. 
NO. it-woulid mot be very big. I might just explain at 
thas point, .Gir,.we are, facine at the present time if 
(iis Work a8, roliuewto 20 On for Sa.,oLine there 15,6 
Very big program of work ahead involved in the gasoline 
tO Start with and d.did mot see any point in facing our 
wider issue before we could take charge of it. 
In the net resuit, again leavine aside cost for the mom- 
ent? 
Yess 
In the net sesult you are in favor of the adoption of 
standards of all refined products in Alberta? 
Yes, in my understanding of the Industry, as I suggest- 
ed it, 1 would say yes. 
Secondly you think that those standards should be set up 
after consultation with the Industry. 
Certainly. 
And getting the benefit of their views? 
Surely. 
And a consideration by the Industry of how practicable 
rour Vaewe are in the light of their operetions. 


Surely. 
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Stansfield 


You enticipate no difficulty in that being worked 

out with the Industry? 

PoenOa. thi nica. bay rou seis YOurse lt. Dir), there 

are conflicting interests «so that we would hive to make 
a compromise? } 

Yes Now coming to the cost involved in making in- 
spections which would be necessary of course tu know 
that your scheme was being carried out, do you know 
anything avout the exnerience in Quebec where sealed 
tanks have been used. 

Now i have no information. 

Do you know how long they have been used, anu if they 
are. still in use? 

I cannot tell you. I.am not even aware that sealed 
Tenks: erorreqguired by) the Province. I believe at is 
introduced by some of the wholesalers, some of the 
festrioutors. Thateis my impression but 1 have no 
definite information on that point. 

skatchewan? 


Do you know anything of the experience in Sa 


No Ido mo Ui 
As to whether or not it has worked out well? 


No I have no information that they are using sealed 


tanks at all. 

Well Quebec is the only place you have heard of in 
connection with sealed tanks? 

Montreal was the nlace I had heard. of, specifically 
yes. 

You do not know whether it has been found practicable 
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Stansfield 
At any rate you can think of no objection? 
IvEGel DO, Obiee rion -to/it. ate all. 
Using seals in that way? 
Noveiry 
Have you made an estimate at all of the inspection costs? 
I suppose that is a matter of detection rather than the 
work of a Chemical Hngineer? 
Surely. 
It would not be so much the number of tests made us the 
surprise of the tests? 
NO Sage. 
rly 
THe, OCH ATRILAN : Well Mr. Frawley do you suppose 


you have anybody in the Industry here or out uf the 
Industry, who has some knowledge of the experience in 
other Provinces or places where standardization has 
Deen Peeteup > Une e round a total failure or too .<6x= 
Pelisive*tovbe practicabie or something. We should be 
alive to that. On the other hand I would think it would 
Wor 200d POM is taeda ont at our door Tor a period wot 
years and if we are considering the subject at all in 
Alberta as annparently the Provincial Secretarys Depart- 
ment is one would think they would be interested in know- 
ing the exnerience of the neighboring Province for example. 
MR. PFPRAWLEY : We are not timid in this Prov- 
ance and’“ii nobody else had any experience I do not 


think we should wait. 

THE CHAIRMAN: It would be helpful to know 
what they think about it, those who have used it. I 
was thinking we could avoid bringing someone from 


Saskatchewan. I would think someone in Alberta or 


Calgary would know. 
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E. Stansfield 


MR. FRALEY: These people who make the 
gasoline. Mr. Bervoneer the refiner for the british 
American is here and his gasoline goes into Saskat- 
chewan. If there are standards in Saskatchewan Mr. 
Berringer must know all about them because he in 
Calgary must meet those specifications. There would 

be some gasoline in the Eastern part of Saskatchewan 
supplied by the Calgary refinery. Simil.rly Mr. Nolan. 
I did not think that standards were thorcugh-goingly 

on ee eCtyie any Provinee in Canada, That is Just 

my lack of information. TI knew Saskatchewan had some- 
thing which said that you could not use a red color in 
gasoline unless it was fthyl or something of that sort . 
On the other hand there might be a complete range of 
sprertaceuiois. 1. rind it is interesving snouehn an 

the price fixing regulations of British Columbia about 
which we have heard so much and which are presently 

the subject of litigation - that they contain a sched- 
ule Or @ complete list of specifications. There it is. 
I intended to ask Mr. Stansfield to look at it just 

to see what he thought about it. Then again this order 
as I understand it is the subject of an injunction now, 
continued by the consent of the Government. It cert- 
ainly is not functioning unless the standards schedule 


is functioning separately from the price fixing schedule. 


wieenihe: ae: “bie atts 2 
tout ‘tabsais (Sie yfath oe og ae " fag ByrviaF 2, . ot anents “Tie? sen 
of ie a owod pod Seite the. rgd: 2am ei! 


ved 
& 
~ 
= 
P| 
. 
ree 
a! 
“ 
6 
7) 
= 
ili 


1 © " > ‘ “a a * a 
; = ie = > i rr 
7 ty ‘ . 9 ~ ee bil ss ee ae ey (tz i on ‘ WH pe at 


a eee ae a os heb heeye. hey 
eae, Mee : ie ; 

2 ee ae” Rr Dae ae? £nes Tat HPS: ard we 

fa Ss : F , . ‘i r te Fay acy tae Pee - eave. a tie LaRT he nh y¥ : 


ee " eae z A : . F 4 : is 
4 (yl? ee ae) WEES ES es LFS ah EAC 5 ae Halnd- wer a 

es a : hd = By g 1+ 3 4 Path ee ARE Us & nog. f Gy s Akar ors f re 
ee Se ee ee a ena lenm ay 


, } 
i. ae igs Mudemery shia?) ° PY te fs hry ies Ga age Bo rie 2 +e ae . 


Z aia Ati ce Ey) Nees Hee - Ke s F ae ne? - - 
ar; oe hi ae wie tei bas me Cet 4 ret 4 amg hd nest oon 
SeneD her ure oi - F ; : u 
Wook Ve 297 le Se eal ae ome ae 
« P o mah TT Soee con Pie 2 ae 
4 ba 1 : Via 6 sn : ¥ ; _ +) 
: Ape ede es , ; Cerieag ie oy SOE eee #0; 120 3h Ba eng! aS ae sobey : . 
, SEP oP Pet , 
eT aise ee me ee ea, ae = 4 Per ' - 
SSG eM aie Span Olive aniygnad Ae aa 
7 ay i € & ‘ bud mae Me ; Keuey ks Ft tice NS : oe ah Poth ae en ’ ' "@ 
ee ee ee 
Rasen ee 7 5 ReMi Cue, ‘ he AS, 
i SGT ae Sipe Ema . a pt sila) 


_ 7 ER a ale yet ody -3 Sapeudin <i, arnt 
somite! eatoab: . 


fy 


ve TS Wogan 9-H: seep. 8 3 
Cie hie * oir atin ee 
Sy vb ite ce aan 


aS I os 
a egal Spay 


C-z 
i 


og A oS 


Professor Stansfield 


THE CHAERMAN: when they do price fixing, 

they set up standards? 

MRo FRALEY: This regulation Noe 10, which 

I will be gled to file is a regulation which establishes 

gasoline standards and grades. The regulation is callod, 

"Regulation 10" establishing gssoline prices and grades and 

requiring grade posting. 

THE CHAI SMAN: If Professor Stansfield is 

going to discuss it we should mark it. 

MR. FRALEY: Yes, we might put it in and 

Mr, Stansfield might, after he has hed a chance to study 

it to his own satisfaction, might likes to makc some 

comments on it. 

THE CHATAMAN: Yes, he can step down. 
(REGULATION NO. 10 OF THE 
PROVINCE OF BRITISH COLUMSIA: 
PEPROLHUM COiTROL BOARD FOR 
TH ESTABLISHING OF GasoLINyE 
PRI Cis AND GRADES AND REQUIRING 
GRavE POSTING PRODUCED AND 
MARKED BEHIBIT "605". ) 

MR. FRALEY: . Now here is the oaskatchewan 

one and we may as well file it also, Mr. Chairman. 

THE CHATALMAN: YeSe 
(DOCUMENT ENTITLED THe FUBL 
PETROLGUM +rRODUCTS ACT, 1938, 
AND RULES AND REGULATIONS 
RSLATING THERETO, ISSUED BY THR 
PROVINCIAL TAX COMMISSION OF 
THR ©ROVINCER OF GASKATCHE AN 
PRODUGHD SND MARKED E.HIBIT "606 

THE CHATRMAW: Mr. Nolan ana -», Harvoy, you 

perhaps can help us with regard to the position in Saskatchowar 

and to the oxtent that you can we would bo glad that you would 


do so, what is happening there in fact and how they go about 


it and how they make the inspection and what the experiences 
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Prefessor Stansfield 


have been from the standpoint of the industry at least. 

MRo HARVEY: Iam sure My. Miller, who I 

think Will be present again on Monday, I think he will be in 

4 position to give a great deal of information as to what is 
happening throughout Canada in that respect. For the moment I 
dust asked Mr. Berringor for his knowledge as to the regulations 
in Saskatchewan and he says his knowledge is nil. 

MAJOR LI©SET?: was there not some oxpression of 


Opinion on the question of standardization by your witnesses? 


MRe HARVEY: Yes, therc was an expression of 
opinion. 
MR. FRA’/LEYs This'ls the first time I have 


seen this document, it is a pamphlet containing tho Fuel 
Petroleum Products 4ct, 1958 and rules and regulations 
relating thereto. This is the Province of Saskatchewan. 
The pamphlet is dated January lst, 1939 and f£ find among the 
regulations this one, Nos» 420 ~--- 

THE CHA IGMAN: That isin Bxhibit "So06En? 

MR. FRAVLEY: Yes ; Hxnipis "606". 

"20. The Fuel Petroleum Froducts mentionsd in 
Schedule "B" to these resulations shall be of the 
Specifications more particularly set out in said 
Schedule "B"." 

And Schedule "B" starts off 
and recites Fuel Specifications for Gasolinc, for Kerosene, 
for Trector Distillate, for Diesel Fuel Oil, for those. 

Q MR. FRALEY: To what extent those are now 
in every vay the law of the Provinee of Saskatchewan is 
Something else but I daresay that those specifications are 
the minimum specifics tions for fuel to be sold in Saskatchewan 


at the present time? 
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Yes. 

You have studied them, Professor Stansfield, do they, aro 
they satisfactory? 

In a few points, we would liko them changed for Alberta. 
Just in a few points? 

Yes. 

But gencrally speaking? 

Genorally speaking they are following, the gasoline tests 
generally speeking are those of the National Research Council. 
The kerosene and tractor distillates, I am not guite suro, 

BY have not chockod those. They do not fit in very well 
with the samples we were receiving hers, there seemed to be 
some things that would not conform tc the products in this 
Provinee in any cvent. 

We might give you an opportunity to look up what they have 
done in British Columbia, to gauge them in comparison with 
the Saskatchevan ones or the National Rescarch Council or 
the Dominion Government Purchasing Committee and perhaps 
make a comment about those after Lunch? 

EZ might just say that there are very brief specifications for 
British Columbia, very brief indoed, and geuerally speaking 
I think they follow the Wational Research Council, only 
they heave raised the percentage cf sulphur from 6.1 to 0.25 


and I think that is rather a high increase to be allowed 


and I think there would bo considerablo objection to that. 


THE CHAIRMAN: I tako it, Mr. Frawley, the 
witness in any ovent is not prepared tc lay down a formula. 


While he would like to have adequate protection, ---- 


MR. FRALEY: Obs, Now 
THE CHATRMAN: Ho simply is giving his 


blossing to the idea of standardization. 
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Professor Stansfield 
MR. FRALEY: Vas. 

q THE CHAIRMAN; ‘hile he says there are some 
objections to it, as I understand you in the main you are 
of the opinion that they should be put into effect, some 
standards? 

v Yes. 

G Some minimum standards? 

Lh Yes. 

Q And it is hoped to have the co-operation of the industry? 

A Yes. 

q MR. FRA ILBY: So that the Commission will 
know a Little more exactly what you ere doing, I may be 
misinformed, but I understand at the moment you are under, 
not instructions, but you have accepted an invitation 
perhaps from the Department of Trade and Industry to under- 
take the submission of, drafting specifications, am I right 
in that? 

A Yes, the Departmont of Tradc end Industry has provided the 
funds with which we purchased this Octanc rating machine and 
is providing the salary of 9 man whv works on my staff solely 
on petroleum products. 

Q That is what I want the Commission to know, so that there is 
no question of them being put into force in say the noxt day 
or so? 

A Noe 

Q, But at the moment you have begun an analysis of the products? 

v2) Yes. 

q All with a view to making a submission something like you 
mado in 19356? 

A Yes. 


To the proper provinciel authorities, ultimately with a viow 


£) 


6 - ie = ie ve aes hE) 
nce ae oped eye ait eine iow okenekta | 
Dio omee ee SLL oe ' Ao 
ATE in ob am edt it 10%, bastenebay i oe atu 


be ee eel 
Prete: aes fib aes . a oa. 


stot ancise onmk 309 ws Akon, weds, Salt 


MmaserGol aie 26 nen “5 - —_ otter nt a 


aie : ; Be aid Pees aa a 
ce iets i hiss sme oaks . ks _ 
Wrist ; i, : 
’ , - 


two agteatege nat 7 oe 


¥¢ “att | cenit vie wort date ELTON esou ofdtass 


rat 
. 


ook ee wot tagw v1 one +2 na aria dbs i “taxi . _ 
“S 


: + 4 
ee Gee at eae ech ois boogie ae 
Se ’ Soe 2 Spas Fete 


a. tc } tel fy a te ueez Oe hd or ait wey ‘oud asoniesisent ae hele 
ates ee + we 3 dae Ans ; west a tepsnd eget “sires? aceaine 


cp, ere ane os ‘se AHR 


dy by. Soli “Bsa tne tie akttethy «10. oatdnlnees. se 


Be ieee 


ne nl ai = wind 2 onetaa Ee ‘bea aderud wie. + at tai 
ae sag vee cae a spa: i rr io hi 
‘iets: 3 pte, ‘0 gine ee i 8 to’ ‘rietse aiid | 

i ge pai meade Bs ae bee Ves aac Sear) Gan 

" ee o 
at seed? Cite 98 -_ WORD OF no LaMneRIeRD amt) 
7) oes ey cea aie 
cub tron ll Yee of eoset Otmk Ga aac 
.: ee ie a aa 


retin ia ia ane. Su _atoiaan ee ange 


aa) et 


i WORE p thy g. 
i ee oe a ae : 


- - "*) oie 
aon aes - 


nl 


C-2 
5 Sell tae 


Professor Stansfiocld 


of having them considered and put into fores or rajected 
as the caso may be? 

4 YeSe 

Q And you think onough of the merits of standardization that 
yuu have permitted the money to be spent and tho work to 


be undertaken? 


eee 


THE CHAIRMAN: Vihatever may be said as to 
the detail of it, as I understand the witness, he commits 


himself to the principle of standardization. 


MR. PRAULEY: That is the point exactly. 
WITNESS: Ye6Se 

Q MR. FRAWLEY: No doubt about that? 

A No. 
THE CHAIRMAN: Mr. Frawley, if I may interrupt 


you, it is quite clear that hearing this witness, if it has 
accomplished nothing else, it has established this, that 
some form of standardization can bo made fer the farmor as 
woll as cthers. 

MRe FRAWLEY: Yese Lt is not, as I Under= 
stand, treat you do not contemplate, the work you are doing 
dcos nut ignors the farmer? 

4 No. 

G4 ebe say thero is just one item that is not as completc as 
it might otherwise be and that may be made complcte for a 
further expenditure of soven or eight hundred dollars? 

A I might just supplement what I said there, my recollection 
is that the Saskatchewan regulations, which include tractor 
distillates, which includes diesel fuels, do not spocify 


anything along the lines of this extra tost for whirh we 
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are not squipped, so we can go as far as Saskatchewan has 
gonc at the present time, 

THE CHAIRMAN: But tv go the length you think 
you should go, to give proper sorvice in the way of standard- 
Ligation .---- 

To give the sorvice as complete as I would like to see ite 
You would then neod a further expenditure? 

YoeSeo 

MRe FRALEY: Decs standardization do this 

to the industry, as you know thcre are big companies and 
little companses, refining and wholesaling petroloum 

products in Alberta? 

Yes. 

There are big companies and little companies? 

Yes. 

Rich companies and companies in more moderate circumstances? 
Yes. 

Now if you issued certain minimum specifications for gasoline 
it would be possible, as I understand, for the motorist who 
purchases it to go oqually well to the small company direct, 
to buy the emall company’s products as well as the large 
company's products? 

That should be provided. That should be taken care of by 
the standards. 

And if thore is fecling in thc mind of the motorist that he 
is not going to teke a chance on the small man whose 
cquipment he knows is not as elaborate as the large company's, 
if he is soeking safety in the assurance of minimum. standards, 
then he can go equally well to the small company as to the 
large ono? 


Yes, if standards are in force and enforcod. 
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Professor Stansfield 


Q. Yes, enforced, assuming that. Now es to the maximum 
standards, you do not foel there will be any or dn you feol 
that thero will be any tendency on the part of the eccmpanies 
who at the moment are striving to makc better products, I 
mean than the others, that there will be any lessening of 
that tendency? 

I think that is a question to ask the industry. 
Do you think the standards of thomselves would make them 
indiffcrent to selling quality products? 

A No, I do not think that at all. I suggest thoro is the 
possibility but I do not think it is necessary at alls 

Q Wo Cid have some of the witnesses who came, Professor 
Brown from the University of Michigan, a very learned man 
and others, and Drs Froy too from ‘iaashington, who spoko of 
an Octane racs, the gasoline companies wore engaged in an 
octane race and we do hear over the air and in the news- 
papors and on the billboards of octane being burned into 
the minds of the motoring public and we have had it stated 
hers that some of the companies do put out a product, this 
is in the Ethyl No. 1 class, of a much higher octane class 
than its competitors, at the moment anyway, how wuuld, 
standards would not affect that. would nut cause that 
company to abandon its campaign and its desiro to put a 
higher octane product in the hands of the people, would it? 

A I think that any company cuuld put a notice on any of its 
pumps or a statement to the effect of what the octane 
numbor of that gasoline was. 

Yese 
And can use that brand for advertising purposes regardloss of 


any minimum value. 
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Professor Stansfield 


Q Tho minimum for the safety of the public and the maximum 
for its own advertising purposes? 

b Yes. 
MR. FRAWLEY: I think that covers it. 


o MAJOR LIPSEITT: Would there be any advantags 
or disadvantage, Professor, from having the refinerios 
sumpelled to state publicly the specifications under which 
tho gas was produced either in various pumps or sslewhere, 
Shewing the spécificatioas? 

4 I would suggest if standards are enforced in the Province 

that those standards should be petty widely poblished and 

IL porsonally would like to see a small pamphiet issuod for 

the use of the motoring public and for ths use of the 

farmers, oxpleining the standards and explaining the tests 
to give them a batter, in’ popular languago, to let them 
understand more about what they are buying in any given 
volyme and what the relative merits wero of the differont 
grades. 

That would give you the minimum of those standards? 


Phe standards would give you the minimum. 


Oh, I ses. 


fe 2 & © 


I would like to make, I would like to see some information 
Ssupplisd to the purchasing public that would make them, 
put them in a position tc purchase with a more, with a 
better understanding uf what they wore getting. 

Wie FRAWLEY: I might say that the British 
Columbia regulations haves throe or four regulations which 
require that very thing, require that posting. well. the 
first one, No. 83 


‘ee NO person im ehy 2on6s shall sell or offer for sale, 


"for use in any automobile engine, gasoline in any drum 
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Professor Stansfield : 


“or other container unless such drum or container 
“has marked or labelicd thoroon, in letters and 
"figures easily legiblc, the number of imperial 
"gallons and the grade of the gasoline contained 
"therein." 
"9, Wo person in any zone shall put into, deliver 
"to, or have in any tank or containe’”, except ina 
"tank-wagon, any gasoline for the purposo of selling 
“or offering the same for sale to the consumer for 
"use in any automobile ongine, unless such tank cr 
Ri eoneet het: or the pump connocted therewith, has 
“posted or paintcd thercon, in Létters and figures 
"sasily Legible, the grade uf the gasoline put into, 
"delivered to, or had in such tank or containor.” 
and then 10s | 
"10. |No person in any zone shall sell or offer for 
"sale gaScline to a consumer for use in any sutomobile 
“engine, unless thore is posted or painted on the 
"ump, tank, or container from which tho gasolino is 
"so dispensod, in letters oasily legible, the grado 
“of gasoline containod in such pump, tank, or container." 
And then 11 is the more important ons: 
"11. Wherever it is required in this regulation 
"that the grade of gasoline shall be marked, labelled, 
“painted, or posted, the grade shall be in conformity 
"ith the standards set forth in Schedule s, attached 
"hereto, and shall be known by tho names prescribed 
"therein.™ 
But that does not mean of course that the particular 
standards shall be part of the posting, simply the grade? 
4 Yos. 
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Professor Stansfield 


MR. FRAWLUY: And then that gives the 
regulations --- 
MAJOR LIPSETT: That gives the protoctinon 
up to a cortain minimum but it doos not dicluse to the 
notorist oxactly the quality of the product they are 
getting? 

fs And the signifieanee of  teastings and so on. 
Ne? 
iI would like to see them informed as to the significance 
the meaning of the octane ratings and so ons 
THE CHATRMAN: Whenever a refiner by sponding 
money out of his own pocket gets something that improves 
his gasolino, I do not know that, unless he is forced to, 
that ho fesils liko telling his competitors just how to go 
ahead and make the same thing, 
MR. NOLAN: I agree, Mr. Chairman. What 
this doos in fact its compel that the specifications be 
foilow6d to produce the grado. I am referring to the 


British vVolumbte ones. 


THE CHATAMAW: Oh there, yess 
MR.ae NULAW: But those spocifiecatinns are 


not intelligible to the ordinary mane Professor Stansfield 


would know, but they are not intelligent to the ordinary 


man‘? 
A No- 
Q Because they are so technical? 
A Yes 
Q The sulphur content, 


™he total sulphur content shall not exceed 0.45 
er cent. by weight. The test shall be conducted 


Tin accordance with A.-S-T-M. Proesdure D-90." 
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Profsssor Stansfield 


MRe FRAWLBY: There are only a few of us who 


understand that. 


MR. NOLAN: We understand that. 
THE CHALRMAN: Oh, yes, perfectly. 
WITNESS ; That was my comment just now, 


that I would Liko to soe infurmation prepared in simplo 
language to go out to the consuming public explaiuing what 
theso things moan . Take for example the question 
Mr. Frawley raised now that the motorist public is getting 
octane conscious, I think was the phrase he used, and a 
Lot of pecple think that therefore they must pay, it is going 
tu pay them to pay extra money to get a higher octans rating 
and they may have an old type of car with low compression 
in their engine, in which a low octane is just as good a 
fuel as the nigher octane and they, in their ignorance, go 
cut and buy a higher octenc, where it is no value to them 
at all. 
MR. NOLAN: If thoy are going to consult 
the Ethyl Corporation for that --- 
MR. FRAWLEY: The Texas Corporation also has 
loft the room. 

Q MR, FRAWLEY: WoW think LU tea slot" on 
nonsenseto buy these gasclines with a higher octane? 

A Unless your engine requires it. 

Q THE CHATRMAW: Does it do harm to one of theso 


old enginas? 


Bb On; To “hath, Sirs 
Q MR. HARVIB: It just does harm to the pocket- 
DOOKY 


A To the pocket-book. 
THE CHAIRMAN: | All right. 
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Professor Stansfield 

@ MR. FRAWLBY: . And what about differentials, 
price differentials, that is perhaps not in your line, that 
is porhaps not just related to the work you are doing? 

A No» 

Q What do you think about that? 

A That is not my department. 

Q, MR. HARVIS: Just one point, Professor 
Stansfisld, you have suggssted that any standards adopted 
should be adaptod to local situations? 

Jb Yese | 

Q Just what have you in mind in the changes which should be 
madc as between say, Ontario and Alberta? } 

v) At the time I was considering the question, making the study 


of the question, the question of summer gasoline which was 
produced in Edmonton was brought in and it looked as though 
the Alberta gasoline, some Alberta gasolines were containing 
an undus amount of, shall we say, the Turner Valley naphtha 
introduced and making it a Little too volatiles and I was 

not quite, I thought it was possiblo that some protection 
might be needed thero over and above the vaper pressure, 

It is perhaps possible the vapor pressure would give all 

the protection necéssary and the other point was the questicn 
of sulphur that I thought of. Sulphur is a very doubtful 
guestion and it has been very much thought over and wo have 
been told by some very big authorities that the purchasing 
public is paying millions of dollars overy year for the 
votish of having no sulphur gasoline and that that 1s quite 
unnecessary. The point comes in rather more importantly 
with Alborva than some -of the others because I believe our 


erudcs here are rather high in sulphur and there is a 
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tendency that it will be rather high in sulphur in this 
provines, more.go than in some of the othor provinces. 

Q That is probably particularly true of 1936 when you 
saw so much naphtha from Turner Vellvey? 

wi tes, 1 think so. 

Q Yes. 

4 Then if, I suggest that we could possibly go part way 
towards meeting the situation by relaxing the sulphur 
requirement on the lower grades and in the summer 
months. I think, my own impression afterwards from ail 
the literature I read on the subject is that sulphur is 
very unlikely to do very much damage in the summer months. 
It is only in the winter months it i8 Likely to 6ause 
damage « Therefore I think we might make a commencement 
by relioving during the summer on the requirements of tha 
sulphur for tho lower grade gasolines to be-sold in the 
summer months. 

Yes? 

I would not suggest anything as drastic as the British 
Columbia that has gone to the limit of a quarter of a 

per cent, I think that is possibly going too far until 
the question has been more definitely settlod by oxperts, 
shall we say. 

Q Do you think that consideration might well be givon to the 
typo of crude available in different districts, as to 
variations in the spocifications? 

we IL am not in a position tv say that anything is necessary. 
IT am open to receive suggestions. 

Q Well just in the case of Turner Velley when it was producing 


a large percentage cf high gravity products? 
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Je o- Simpson 
Yese 

Q “iould you consider that possibly frnm sconomic reasnns it 
would be advisable to changes its specifications and give 
a little leeway in order to give «an opportunity of using 
more of that product than would be possible perhaps in 
other localities? 

A I would think that would be quite probibly adviseablo. 

Q So you would, in any specifications, you do think that 
considsration should be given to the type of the crudes 
available? 

A Certeinly. That is my point about saying considerations 


should be given to Alberta conditions. 


THE CHalsMa ly; Anything more. 
MR. FRALEY: Thank you very much. 


JOHN STUART SIMPSON, having 

been first duly ¢worn, sxamined by Mr. Frawley, said: 

Q Mr. Simpson, you are a member of the firm of Harvoy 
Morrison and Company, Chartered Accountants? 

A I ame 

Q And you were asked to make a survey of some retail service 
stations, some retailers, gasoline retailers in the Tity 
of Calgary? 


A That is right. 


g For the information of the dommission, dealing particularly 
with the question of retail margins? 

L Yes. 

Q And you aid HRS Cha t survey, Mr. Simpson? 


Os he Fs A 
Q And did you write a lotter to Mr. Cottle after you had 


completed it? 
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Je Se Simpson 


A Yes. 
Have you the letter there? 
Yes. 
MR.» FRAWLEY: I offer Mr. Simpson's letter 
reporting to Mr. Gottle on the survey. 


(LHTTBR PRODUCED AND HERD 
MARKED BXHIBIT "607". ) 


THE CHAIRMAN: Now he is reporting exactly 
what? 
MR. FRAVLAY: Reporting on the result of a 


survey mado of a number of rotailers of potroleum products. 


THE CHAIRMAN: Retailers? 
MR« FRAWLEY: Retailers of petroleum products 
in Calgary. 
THS CHAIRMAN: And by retailers you mean -=<- 
MR. FRAWLEY: . Service stations and garages. 
VITNESS: They are all service stations. 
Q MR. FRAWLEY: They are all sorvico stations? 
A Yese 
Q, Now I think the thing to do is to read that letter compzotely. 
Q MR. HARVIB: And they were all in Oalgary? 
A YeS« | 
MR. FRAWLEY: All right. 
m) "Dear Sir:- 
% Re: Service Station Operations. 
x As instructed, wo have 


"ettended at, or received information from, reprosent- 
Native servicd stations in the City of Calgary for the 
Ypurposo of ascertaining the result of their operations 
"for the yoer 1958." 

Y We submit, under separate cover, 


Ya summary of the operations of seventeen service 
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Simpson 


"stations, together with details supporting statements 
"of seach operator, which havo been prepared from the 
"information supplied to us and which have not been 
"subject to audit by us. 

2 Attempts have also been made 
"to obtain figures from thirteen other stations, 

"hut the recorés were sither not made availablo to 

“us or were not maintained in such a manner as to 


“show detailed results, We would also point out that 


"in the statements submitted herewith, many adjustments 


“have had to be made between tho quantity and financial 
Yrecords and that, in certain cases, figures have had 
"to be estimated. We believe, however, that the 
"statements disciose a fair approximation of the results 
"Nof these stations, 

7 In the eases of stations 
"referred to as "BY", "G", and "K", it was found impract= 
Nicables to segregate the revenue from the sale of oils 
Nand greases from the miscellaneous revenue. 

a A classification of the twenty- 
"tyio operators of the soventeen stations into incevme 


Werpups Ls os follows: 


" $5,000.00 a year or over 2 
ss 4,800.00 " ii 
Md 2,500.00 to $3,000.00 a year 5 
4 2,000.00 to $2,500.00 a year L 
” 1,500.00." 2,000,007 * g 
bye0Oe00." poe uo: 4 Mi a 


m P2000 VP 2206.00", ) 


PT wee 


W 750.00 a year 


eee 


My It Totals 22 Operators. 
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Je Se Simpson 


n It must be remembered, 
"however, that very few of these men have capital 
"with which to buy equipment and that any squip- 
"ment necessary is purchased with revenue funds. 
"Hquipment owned by the operator for the average 
"leased service station varies botween $700.00 
Nand #1,800.0C. Station "BE", owned by the 
Noperator, cost $6,700.00 for the building and 
““eguipment installed, with ennual depreciation of 
"3680.00. No depreciation is calculated in the 
“statements submitted, nor dues any return on the 
"capital invested onter into the net result." 

MR. FRAVLBY: If the Commission would not 
mind I would suggest that the Gommission adjuurn now 
until two o'clock. I have asked Counsel and they 
have no objectione 


THE CHAIRMAN: * All right, wo will then adjourn. 


(The Inquiry-was here adjourned to be resumed at 2.00 PeoMe ) 
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J. Stuart Simpson. 


P. M. Session. 


MR. FRAWLEY: Yes, Mr. Simpson, you were 


Peadiug your renory to lin. Cottle. 
THE CHATRMAN: I suppose there is just one 
copy of that? 
MR. FRAWLEY: where is just the copy that 
Mr. Simpson brought himself, yes, Mr. Chairman. I 
really did not know that the letter itself would be 
made part of the evidenee. 
THE CHAIRMAN: Adds ri eh t 


"A summary of the rentals paid by the operators 


is as follows:- 


tation Compan 
} Company 


wan 
mp 
1 ou 


mp 
Hy sa 
npn 
i qu 
nyt 
1a " 
mo 
mK 
sai qu" 
myn 
wy 
no 
wp 1Y 
| YW Q" 


Rent based Rent based Monthly Rental 
on Gasoline ay eee yt in Addition to 
eu cs Purchased Gallonage Charge 
Texaco 1s¢ & 1é ag 7¢ . 
Imperial a $61.50 
" 2¢ &ls¢,Esso 
& 3-Star 
l¢ & +¢ White 100.00 
y 3¢,Estimated 
Owned by Operator 
Imperial 1$¢ Estimated 
Owned by Operator 
imperial og 
Union 1¢ 
B. As ly & 1$¢ Estimated 
McGoll—-Frontenac - bd, UC 
Imperial 1g & 1g¢ 
Dy Gi 1g & lag 
eee lg & leg 
Imperial 1¢g & lz¢ 
Bell ay 
Imp er ial eo NM 


MR. FRAWIBPY: 
time to stop 
vou reLerred 


L coffer ‘thet as an Exhibit. 


and offer the Summary of Operations, 


bo earlier 


work. that you did? 


A Ye S- 


in that report; 


I think this would be a 2600 


which 
in that letter. 


It igs a summary of the 
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J. Stuart Simpson. 


MR. FRAWLEY: leotierstnay as an Exhibit. 


(DOCUMENT IN QUESTION IS NOW 
MARKED EXHIBI2 "608". ) 


You had better finish the report, and then you can come 
back to that. 

"We understand that the-rent paid by operators is 
measured by the volume, location and equipment installed, 
ag it is clear from the above that there is not a uniform 
charge made by the companies. 

jhe average spread received by the seventeen 
operators on the gasoline gallonage ig 4.0557¢ per gallon. 

A summary of the, percentases' of the revenue and 


expenses of the seventeen stations is tabulated as 


follows:- 
Revenue = Gasoline 39.42% 
- Other 60-58% 100% 
Expenses — Rent 14.9% 
- Wages 28.06% 
~ Miscellaneous 17.38% 


- Bad Debts 1.9% 62 24% 
7.76% 


Net Income before Depreciation 


ee ee 


TWnAs Come To. Our" novice Curing our survey, 
that in several cases, lessees have been changed several 
times during the year due to their inability to 
suceessfully operate the station. For these parties, 
ho. records are avyailaoie. 

Yours faithfully, 
"Hervey, Morrison, & Go." 
CHARTERED ACCOUNTANTS. " 
THE CHAIRMAN: Before you go on, Mr. Frawley, 
there are some features of this I do not fully under- 
stand. Are these documents that are now being put in 


going to be discussed by Mr. Cottle, as Commission 
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J. Stuart Simpson. 
Accountant later? 


MR. FRAWLEY: Later, when Mr. Cottle is 


discussing costs generally. 


THE CHAIRMAN: They will be the subject of review 
by him? 

MR. FRAWLEY: Yes. By Mr. Simpson now briefly-—- 
THE CHAIRMAN: All I am thinking about now is 


duplicating examination upon it. There may be no purpose 

a (Olivine ere Tiiiheyeeare mo be cone into folly by 

Mr. Cottle, there is no ohject in going over the game ground 

with Mr. Simpsen. 

MR. FRAWLEY: No. My examination of Mr. Simpson 

Wolpe the very pelelesn Charscver. that is why 1 

thought he might read his report and put in his summary, 

and that is about all. 

Now, Mr. Simpson, you have before you a copy of the summary, 

Pani pit PoOSNT 

That is. corréet. 

Let us clear up one matter at once. Une ihe secre. vonmaiie 

Pel wide newcorner OF tlieu sheet. Exhibit, "608", you Lista 

number of 1évters and you have supporting each: letter and 

each figure that is used with that letter’ 

Tens 

A complete, more or less complete, as complete as possible, 
statement of operations? 

That is right. 

THE CHAIRMAN: Tat is in ths mature of working 

papers that support this conelusion. 

MR. FRAWLEY: VGsey Tet Tees Oe sdb Pele y 

are in the nature of working papers supporting these 


conelusions? 
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Je Luar’ Simpson. 


Yes. 

And as far as the results are concerned, as far as the 
examination that Mr. Harvie or Mr. Nolan of the work which 
you have done will of necessity need to be confined to an 
examination of "608" and everything that they want to find 
out from you can be ascertained from an examination of 
"608" alone? 

Yes. 

So far as the working papers, they are in im. Cottle's hands 
for his information and will be subject, as we have just said, 
OF a statement by Dr. Frey and Mr. Cottle. That, you 
understood, was the purpose in engaging you to prepare ihis 
work? 

2,ed'. 

MR. HARVIE: “To I understand we are to be 
restricted’ in some way on our examination of this? 

THE CHATRMAN: Not in the least. 

MR. HARVIE: I gathered from Mr. Frawley 's 
remarks that that is what he had in mind. 

THE CHAIRMAN: I said to Mr. Frawley,and I say 
the same to you, that if these statements are to be fully 
discussed by Mr. Cottle, probably exactly the same ground 
need not be now traversed by Mr. Simpson. But we do not 
prevent you from doing it. 

MR. HARVIE;: I gathered from Mr. Frawley's 
remarks there was possibly something in his mind that he 
had that we would be restricted. 

THE CHAIRMAN: As: Lt understand ivy Mr. faryie, 
there are working papers behind these. Il suggest they be 


filed as they were in the pipe line case, in ease there is - 
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J. Stuart Simpson. 


some need for them to be referred to. Surely they do mt 
need to be discussed (ness oe want to discuss them. 
MR.e HARVIE: I have not my instruftions as 
to ity as to whether there was any importance in the 
examination and cross-examination. I do not know that 
and I won't until we have had a chance to examine the 
statement. I did see it casually the othef. day and I 
did understand from Mr. Frawley there would be some 


restriction, either by request or otherwise, of our examina- 


tion, Te yoers is J would like to know what it is. 

VR. FRAWLEY: I have told you about it, Mr. 
Frawley. 

THE CHAIRMAN: Oh, no, you are not being 


Pestricved, pAny Turther questions of Mr. Simpson? 

MR. FRAWLEY: . No. 

MR. NOLAN: I think that time is gaved and 
my purpose is served by delaying any examination that there 
might be until the whole matter is discussed by Mr.:Cottle 
at some other date. 

THE CHAIRMAN: As I understand it-- I do not 
want counsel to think I am interfering with the examination -— 
but, as I understand it, these are put in in order that they 
Might be the subject of discussion by Mr. Cottle and 
examined fully by him and discussed by him. If there is 
any question of fact that you want to adduce from Mr. 
Simpson as to how he got these, or are they accurate or 
anything like that, of course--~-well, in fact, I should 

not have said anything. I was just thinking we might 
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J. Stuart Simpson. 


MR. NOLAN: I do not propose to ask any 
questions other than this. 

Mr. Simpson, these stations were taken at random? 

That is right. They were really based on the gallonage. 
We wanted to get representative gallonage figures. You 
will notice on the statement it re from 30,000 galions 
per year to 192,000 gallons. That was the basis, and not 
companies at all. 

Then the selection has been made of representative stations 
on the basis of gallonage put through? 

That 18° correot. 

MR. COMMISSIONER LEPSETT: Is there any reference to 
locations at all, Mr. Simpson? 

On this statement there is no reference to where they are. 
But I mean when you were picking them did you pick them 
im oir rerens parts of the oity? 

Yes. 

Or did you take them grouped together? 

Yes, they are in all parts of the city, these stations. 
You did not go into the question of how close other stations 
were to thegé, or anything like that? 

No. 


Just simply the accounting end? 


XCBie 

THE CHatTRMaN: Anything more, Gentlemen? 
MR. NOLAN: No, thank you. 

MR. FRaAWIEY: Now, Mr. Chairman, I find the 


conduct of this particular two weeks more difficult from 
my standpoint in keeping things going than any part of the 


Commission up to date. I have, as you know, just a serieg 


a 


eaametiog” 3 ia Bena ne 
i) as sagekt ‘bgjusto Lig” Spies sito tonob pone 
sutton, ae, os ete ae re ssid ‘eit ‘iter ‘eoRod tthe 
$44 fae” stand ag? ae dna no LLey O03 Ret ‘of OT tae 
| tipi de Selabgitbe 


neo 


ese aiay tig: east iag sts Biged “hat te 


soeeiae ef hess & 


* aovat whin® vone “wroad ef cop years Tei thy “ aad 
Prseqmce cae > ehta: sient 


é 


wie ret Stee oF neceretert om at ered iseaaned ne aid ao 2b 


ied toto bt bas nsontt patie ic ane si satin api t Ff. eo 


fhe ays “er 


me i oath, 2, sting saeuaitin at 


. oa = 2a i 
Sant ogod, hegaming deat pre go¥ Bb ae” or: ps 


vit pope wepaiiee ee eat tc ed TB Lia nt ons yout a as 


a 


eee ee aie seas eat Yo adibiies bug Odie sy tem Res: “aot 
rede ‘ees al #6 eesint oe ot 


; 2 7 m, wid de 


+ 
< 


7 


= 


oe 

A 

: —2 
~ 


ha bee Ge Ov isas: = eeeee “My EO age need ead ahs vahae pr a oe 7 


- 13,403 - 


of small matters. I now propose to put in a representative 
of the Peat, Marwick, Mitchell & Company, to yoaeene: a 

report that he made on the Texas Gompany, not for discussion 
either. Very much the same exactly as what we have just 

had from Mr. Simpson. I said to him “Three o'cloek: but 

I canede better than that. I think I could get him here 

at half past two. 


THE CHaTRMaN: No doubt a telephone call would 
get him. 
MR. NOLAN: Doss “Utile ve vo be proven. “Aa 


far as we are concerned, it can be marked. 

MR. FRAWLEY: This was made for Mr. Cottle 
and addressed to Mr. Cottle by Peat, Marwick, Mitchell & 
Company. With my triend's consent, I think I can speak 
for Mr. Plotking in discussions of gimilar matters I have 
had with him and, perhaps, if Mr. Cottle went on the stand 
and it was filed and marked. 

THE CHaIRMAN: iat Is what you, received irem 
these people, having requested them to do certain work. 
Does that suit you? 

MR. HaRVIE; I would think that would be 


entirely satisfactory. 


MR. FRAWLEY: It would be understood tht—---- 
MR. NOLAN: Then there is Mr. Macleod. 
THE CHaATRMaN: Well, Mr. Frawley, my associate 


makes a suggestion that seems to be a good one, that Mr. 

Cottle first say what he wishes about it and we will 

introduce it and mark it for identification, and get Mr. 
Mreleod here when next we meet. And also have your 


witness here, the representative of Peat, Marwick & Mitchell 
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fs Gs. Cottle. 


for Mr.Macleod tu examine. I did not appreciate that you 


said it was with respect to the Texas Company operations. 


MR. FRAWIEY: ves. 
THY CHAIRMAN: Undoubtedly Mr. Macleod should 
Pe GerewiMee Nolan. That escaped me. itis ager 


important. 


MR. FRAWLEY: } I thought Mr. Cottle would be 
able to say thet he had received certain information from 
Mr. Macleod. 

THE CH:lIRMaN: vr. Macleod might want to examine 


the man who yrepared that. 


BH. G. COTE, recalled, 
BY MR. FRaWULBY: YOU are=still under Cava, 
Mr. Gottle? I show you a report or memorandum re the 
Texas Company of Canada Limited, purporting to be made by 
Peat, Marwick, Mitenell & Company, Chartered accountants. 
Dievyou Guly receive this report, or this memoraniwium, {ror 
Peat, Marwick, Mitchell & Company? 
Mes elite 
Was it prepared by Peat, Marwick, Mitehell & Company on 
your insttuctions as Commission «accountant? 
Yes. 
You say it was made on your ins true tions as Commission 
accountant? 
Yes, it was. 
MR. FRAWLEY: L offer that for identirication, 
Mr. Chairman. 


(DOCUMENT IN QUESTION IS NOW 
MaRKED EXHIBIT "Z" FOR 
IDENTIFICATION. } 
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MR. FRAWLEY: There might be this understood, 
that if Mr. acleod, whose clients, and who himself has 

had this report for some time, desire not to examine Mr. 
Cottle, then Mr. Cottle can come Dack, Perhaps, Bad 23 can 
Petmerked as an Exhibit. . 

THE GCHATRMAN: Yes, if Mr. Cottle tells you 

and you tell us he has no objection to it being marked as 

an Exhibit without being proven by. the representative of 
Peat, Marwick & Mitchell, we will just mark it. 

MR. FRAWZEY: [It might save Mr, Macleod from 
CcOmine Over Here if he does net desire to do sc. 

THE CHAIRMAN: Quite so. a 

MR. FRAWLEY: NOLL, Geo: Le Ale neyo fhe 
evidence that I have to-day, Mr. Chairman, and going through 
my agenda it is going along quite well. I must say this 

by way of warning, that one of the important witnesses for 
this Sittings is Mr. Russell of the Department of Customs 

at Ottawa and his coming has been the subject of considerable 
telegraphic communication between myself and my Ottawa 
agent. I am now told that Monday, the 2nd of October, a 
week from next Monday, is the earliest that Mr. Russell can 
come. He has been down in Halifax and he is coming out here 
specially, it might just mean not a very full week next 
week, and then Mr. Russell for I think, perhaps, only a 
couple of days. 

THE CHAIRMAN: It is, perhaps, as well that 

Mr. Miller will be here then, will he not? 

MR. HARVIE: He will be here this coming 
Monday. 

THE CHAIRMAN : And I think Mr. Halvorson should 
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know he is coming. Well, I would not say that. ur. Nolan 
shoula be alive to the fact that these matters are coming 
up and there is not strict enforcement of these Anti- 
Gumping Laws, and anything that has to be said on the 
subject it might be nice to have it said when Mr. Russell 
oo, Sere aby ining further to be said? 

MR. NOLAN: Mr. Frawley did give me notice 
of the fact this was coming up and that notice has been 
conveyed to my clients. 

THE CHATRMAN: Well, Mr. Frawley, have we a 


day's work to-morrow? 


MR, FRAWLEY: Now, I am glad you asked this. 
TH CHATRMAN: I am not thinking of our selves, 


bus 1b seems too bad to bring counscl here for parts of 
haif days if half a day could do all you can do. 

WR. PRAWLEY: Tl eiaveny alive. GO Tae 3y eet 
presume Mr. Harvyie's and dir. Nolen's deys ure protty 

W211 spoiied by Commission work anyway, but I am anxious 

Lo lee ooumad much help to themsas I. can. \».1 thought “Ll shougad 


go% this man Trimble here to-morrow, who is a Montana 


importer, perhaps the biggest individual importer. 


THE CHATRMAN : is he the Artic Oils? 

MR. FRAWLEY: No, he operates as Hs M. Trimbie 
& CONsg, But I find the man, who is an elderly man--~- 

THE CHATRMAN: You are not neglecting the 


Artic, are you? as they seem to be busy people. 

MR. FRAWLEY: Yes, perhaps I must plead guilty 
t@® heving been thinking of neglecting them in the post- 

war situation. It would be interesting to examine them 
about some things you know about and I know about, Mr. 


Chairman, but as far as their real conttibution to this 
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marketing situation is concerned, I did not think they 
differed enough from some evidence we have. 

THE CHAIRMAN: Well, we think so. 

MR.o FRAWLEY: Mr. Harvie had particularly asked 
me to call Mr. Trimble. Mr. Trimble is {11 née said he 
would come but he is still ill. I talked to him on the 
‘phone and he said he would make a special effcrt to te 

here to-moprow. That being so, it may be that we would 

nave nobody but Mr. Trimble for to-morrow. We will try 

and have as much other work as I can. We are getting 
something in every day and while it is true it is not 4 
full day any way it is, perhaps, the beSt we can do. 

THE CHAIRMAN: Will you have anybody but Mr. 
Trimble, assuming he does come, will you have anybody else 
to-morrow? 

MR. FRAWIEY: I may have a short statement 

from Mr. Plotkins, I think, and, perhaps, not much else. 

THE CHAIRMAN: Short? 

MR. FRAWLEY: I used the word "short" advisedly 
apeer “aikine to’ him, and I think DT can say particulariy 
that it will be short. IT have something to ask my friends. 
They eould go a long way with me in proving my map. 

That is still unproved and that may turn out to be 

important to everybody, including them. I think they 

are willing to go a long distance with me. I can say 

as counsel that the map has been prepared by a very competent 
draftsman on the informtion ven to me by my frisnds 
thenselves, and I am expecting them to go a little distance 
with me and accept that statement from me, and to say that 


my map is gatisfactory as far as they are concerned, and. 
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I supzose that will prove it as far as the Commission is 
concerned. 

MR NOLAN: | I will not only go a little 
distance but I will go the full distance, and say 

if the map shows upon it the fe saetie given by my 
clients to Mr. Frawley, I am quite content that it be 
taken as a map. 

Mae HARVIE: Yes, 1] thi nk® thati is: perfectly 
Peni: We will have it gone over and if there happens 
to pevany error we will have it fixed up. 

THE CHAIRMAN: Subject to that there will be 
mo difficulty - 

MRe FRAWLEY: NO.) oaneMreetarvistsagpase 1 
took pains to have it as of a certain date which he gave 
me. I think the map itself states all that. 

MR. HARVIE: That is so. It is 4 matter of 
transition of our stations and we had to define some 
definite date. 

MR. FRAWLEY: We did that , and the map goes 
that far. That only leaves me a certain number of the 
smaller companies and I will try to do the same. But I 
would like the privilege of some informality. If I come 
to the Commission and state that I had it looked at by 
these other companies i could be excused from putting them 
into the box and all that. 

THH CHAIRMAN: Ong titinks $0: 

MR. NOLAN: ! _ What would be more simple tian 
to have the Gentleman who did the manual work on the map 
say he has placed on the map the information contained in 
the statements submitted 5S the companies. 


MR. FRAWLEY : Wellcby me, and. 1 san say at 
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came from the companies. 

MR. NOLAN: ; There are so many companies, 
if we get all the companies looking at the map it will 
take so long. 
THE CHAIRMAN: Yes,-so long as Mr. Nolan: and 
rir. Harvie find no error it is not likely that anyone else 
Witee do not See any Use in’going to such great pains. 
If it is challenged in any way, that is another matter. 

It is only a map----- 

MR. FRAWLEY: Just for the guidance of the 
Commission. 

MR. HARV IE: ivan perfeaily prepared. jo 
consent to it being admitted and marked as an Exhibit 


and then we wili have it checked as expeditiously as 


possibile and if there are any typographical errors we will 
draw attenticn to them. 
THE CHA TRMAN; If you make the statement as 
counsel that you got the information from the companies, 
and, as Mr. Nolan suggests, the draftsman says he put on 
that map the information you gave hmm, I think you have 
made your connecticn. 

MR. FRAWUSY: There Leo yust the oan cage 
where the information came from the registration, Licence 
Department ai Edmonton, and that in turn was from the 
companies. Wie where is no challenge surely 21 can de 
used and acted upon by the Commission. | 

THE CHAIRMAN + You think ir. Trimble will be 
here go we can sit at 10:20. If: die a6 not <coming. until 
the afternoon there will be no reason for us assembling. 


You will Let us know and let counsel know? 


MR. FRAWLEY: Yes. 


(At this stage the Hearing was adjourned.} 
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LOESH Ao Mie Session, 
Zand September, 1939. 


HENRY M. TRKIMBLB, having been 
first duly sworn, smamined by Mr. Frawley, said: 
Me Be tke SMITH: Ke O38 I am appearing, Mr. Chairman, 
for the Alberta Petroleum Association. I guess that is 
the name of it. 
MR. PRAWLEY: Y6Se 

Q MR. FRAWLEY: Mr. Trimble tells me he has not 

been well and it occurred to me he might perhaps sit down 


and give his evidence sitting? 


THE CHALRMAN: Yes, no vbjection if you 
prefer. 
Q MRo PRAULEY: Now, Mr, Trimble, you are 


engagod in more than one business in the Province of Alberta? 
A Yeso 
@ But one of those businesses is the importation from Montana 
of petroleum products and their sales in the province vf 
Alberta? 
THE CHS IRMA: Just before you go on, 


Mr. Frawloy, what is the name of the client you represent, 


mm. SMITH: The Alberta Petrnleum Associatio 
THE CHA IRMAN: And that Association is -~-- 
MR. SMITH: It is an association, sir, of 


producers» I think it includes practicelly all of the 


producers. 

THE CHAIRMAN: All branches of the industry? 
MR. SMITH: No», producerse 

PHE CHA IRMA WN: Of the producers. 

Mis OMLTH: I am sorry, that should include 


the refiners, the producers and refiners in this province. 


hha Yaivaat ait ee BORE 


) eee Ene? vat pee lea S ae Es joann 
eh Tede maane FT “gotta Amen: sink 


a ¥ : 
: tn AL, he he 
2o8 unt eas ef phiet Giiatat came . : Ae. ” a a 
\ 


re Thier re r 7 Aan 3¢ a ae ae we 


rs ie_ Sb s égecsag Tine . an Ok Bowiyanr — hee fLiow unod ne . 


‘ ie . a SPS gto Gey - Ate 


|  Seakieks eounaive aid wets, oF : on 

BSE EE Stewie hte ae , at | diagmnuaee iter 5 - 
ere 
Cha 2H ERS: ae Ge ee nese HRs Bate Ooh, a. Aopeaad it, ns 


eee 


Sal gape ua : ba : ” 7 Ba ioud 
ear] Heel oe bea ogens ach a ‘abapentond 4 #6 neat ae pas. ile ae 
: “ “= ny i iy” ; 


‘he he 


} a ir a eh 9 As Re aa ME 2 = Ae bee pt ono muefenets 


a : f ? 
Pe = ox 7 
,are ‘oe aaa a 


jee let peg tedehe eft to shee oes at 2 ible We homete 7 


: ae 

: an 5 Kee 

as hy te ee: 
aw ' : A : ‘ Cs —- 


pheeleas SPO Laete, ape ent a 
“2% a bbelsgeeh Cpr Ree. ke 1, Was 


unn ae ne 

4 he ae a “= a Ho iV 
7 A 

ae bee «SH obaro neg.” su Mt 


a 


cy 
eet ae 
tf 


q a 


Seuievomk pid 


He 


se © & 


£9 


3) 


M ° 


- 16,411 - 
Trimble 


THE CHAIRMAN: Now it is an association of 
Which such people are members, the producers and refiners? 
MR. SMITH: Yes, My Lord. 

THE CHAIRMAN: Is it suggested that all 
producers and all refiners are members? 

MR. SMITH: Iam not sure that it covers 
all. I do not think they are all members but cortainly a 
great majority. 

THE CHAIRMAN: Then it is an association of 


some producers and some refiners? 


MR. SMITH: YeS o 
VR. FRAWLEY: Then just going rack a bit, 


under what name do you carry on your business of bringing in 
gesoline? 

Ho Me Trimble & Sons. 

It is a partnership only, and not a company? 

Partnership, a registered partnership. 

And you say one of the businesses you are engaged in is the 
importation of petroleum products into Alberta and Saskatch- 
ewan from Montana? 

Yeso 

Is your business in Saskatchewan as big as your business 

in Alberta? 

Largere 

Well it is interesting to know that but I will endeavur to 
confine my examination to your Alberta business. Now how 
long have byou been engaged in the importation of petroleum 
products from Montana? 

Probably about four years. 

Yes, and how far into the provinee does your importations 


extend? 
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He M. Trimbls 


A From Great Falls, that is the furthest it is drawn from? 

‘a That is on the Montana side? 

A Yese 

Q Then on the Alberta side, how far up into Alberta do your 
trucks come? 

y) About Claresholm on this Macleod line and a line drawn 
Kast of thet. 

Q Do you go in a westerly direction in Southern Alberta, do 


you go up towards the Crow's Nest Pass? 


A Not as far as Sardston. 

Q You do not even go as far as Cardston? 

4 Noe 

Q You enter the provinces and go pretty well north as far as 
Claresholm, directly north to Claresholm, and then on the 
other line, the Vulcan line, about what settlement there? 

4 “ie have not a great deal of business north cf Lethbridge, 
not such an awful lot. 
MAJOR LIPSET?: North of where? 

G MR. FRAWLEY: North of Lethbridge and then 
Fasterly towargs Medicine Hat where do you go? 

A e@ go a Little east of Taber. 

& MR. FRAWLEY: How many, how do you import, 


by what means do you bring the gasoline in? 
A Trucks. 


ot Trucks only? 


& Yese 

q How many trucks about have you in that service? 

4 In the Alborta service? 

a Wes, ul you-can divide 17 

4 “ie have three of our owne We have to hire an occasional 


load drawn. 
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Q And the size of the trucks would be what, Mr. Trimble? 
a) At Lethbridge the trucks, two of them are 1305 gallons sach 


and the other 1485, 29 drums and 33 drums. 


Q ‘hen you sey at Lethbridge, what dos that mean? 

A That covers the Alberta business. 

Q Phe Head Offices of your Alberta business is in Gethbridgo? 

A No, it is here but we heve an office in hethbridge. 

Q, A Lethbridge office that looks after the immodiate business 
of importing the gasoline and distributing it? 

yi Y6S-e 

@ MAJOR LIPSET?: Did you say your Head Office 
is here? 

A Yes, our Head Office is in Calgary for all our business. 

& MR. FRAWLEY: Now in the year 1939 from hcw 
many places in Montana did you import petroleum products? 

A The Big West Oil Company, the most of it is bought through. 

Q The Big West Oil Company at Kevin, Montana? 

v2) Yes. 

Q The most of it, now what percentage, so the Commission will 


know, you might state thet? 

b Oh, 90% of it I would say. 

Q 90% of it is bought at the Big West Oil Company refimry at 
Kevin, Montana? 

A Yeso 

& So that would mean that the smaller lot, the 10% is purchased 

at qa variety, a number of places I suppose? 

The Cutbank Refining Company, Hennah Porter --- 

Thats “+ 

And the Havre Refining Gompany, I think that is ell. 


At Havre, Montana? 
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He M. Trimble 


Q New do you have a firm, a business arrangement with the 

Ble West Refinery with respect to your products or do you 

just buy from transaction to transaction, each one separately? 
A No, I bought the season's needs from them last winter, 

sarly in the spring. 
Q. You made arrangements for the 1939 season's requirements 


early last spring? 


A Yese 

Q And what was the arrangement which you came to as to 
quantity? 

Q THE CHAIRMAN: what is tor 193597? 

A Yes, this spring, this past spring. 

Q Ending the first of January, 1940? 

LS Beg pardon? 

Q When does the period you-.are operating for end? 

A Just this soason. 

G, When does this end? 

A 1939. 

Q MR. FRAWLEY: About what month in 19359 
would it end? 

A The last of 1959. 

Q You would run through to the end of December? 

4 Yes » 

q And then what was the arrangement which you made? 

A Prices? 

Q Joell quantities and prices? 

A Well as far quantity we undertook to tako at least a 
million gallons of gasoline. 

Q And when you say “gasoline” do you meen, that is spoaking 


of gasoline alone? 


A Yes, we did not oxpect to buy much distillate from them. 
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Trimble 


4nd of gasoline, how many grades were in contemplation at 
that time? 

What they call Grade "A" with en octane of around 71, that 
is one and what they call "Straight Run", that is tractor 
gasoline. 

And when you made theso arrangéments with them last spring 
wore prices discussed and agreod upon? 

Yes | 

And what was the price agreed upon for Grade "4"? 

7 cents and straight run 5, subject to no real change in 

the erude prices of coursée 

Yes, subject to change in crude prices that is a real change 
you say? 

Yese 

It would have to be a substantial changes in the crude price? 
That is the word "substantial chango". 

And these refinery door prices were 7 cents for the U. So 
gallon or the Imperial gallon? 

7 cents for the U. S. gallon. 

7 cents for the U. S. gallon for the first grade and 5 6bents 
fur straight run or what might well be called, "third 
grade gasoline"? 

Yese 

And was there a price discussed or agreed upon for tractor 
distillates? 

44 conts but we were not to take much of it bocause they 
didn't want to sell it. 

4% cants for tractor distillates but you were not to take 
much.of it? 


Noe 
But if you had orders for tractor distillates to satisfy 
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your customers ---- 

Iwill just explain that, the idea was if we went there for 
a mixed load they would always give us some distillate 

but if we were getting distillates by the loegd we were 
supposed to get it some place else and that we could at 
that price. 

You could buy distillate at 4% cents at other refineries? 
Yes. 

But the Big West did not favor doing much business with you 
for. tractor distillate? 

They have a cracking plant, which the small refineries have 
not, and that is why distillate is worth more to them. 

Now you have been trucking then consistently wesk by wesk 
these products into Alberta? 

Yes. 

A wiltion dollars or°a million gallons, I suppose, that is 
what you had in contemplation using for your business in 
both provinees I suppose? 

Both provinces. 

I do not suppose you can give us or have you calculated how 
much products you have imported into Alberta during the 
year? 

Up until now you mean? 

Well up until now? 

Well I would think close to half a million. 

And there has not been any change in these prices? 

No. 

The optic prices did not change enough? 

No, no change in our prices. 


You are still buying Grade "a" at 7 cents and third structure 
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et 5 cents? 

Yes, 

Now you operate these trucks, you say, in the main, 
oxcopt for the occasional luad, by your own trucks? 

YES-s 

Your own salaried employees do it? 

Yes. 

and can you tell me what the laid down cost, first of all 
so the Commission will know, what do you do with that 
gasoline when yru start, as you truck it into Alberta 
how ig it disposed of? 

Prectieally all to the farmers, large farmers. 

To the farmers on their farms? 

Yes. One or two I think, what we call "Dump accounts" or 
"filling station accounts". 

Oue or twe pump accounts or filling station accounts? 
That is all, therco is one in Lethbridge where we use our 
own gas back for our trucks. 

One in Lethbridge you say? 

Yese 

A pumping point that you supply? 

Yes. 

Where you also buy gasoline for your own use? 

Yes. and I believe thore is a co-operative in Coaldale 
but it is all tho farmers' business, practically all. 
Your trucks go directly to the farmers' ferms? 

Yea. 

And you do not, it is all in tank trucks, you do not 
truck anything in in barrels of course? 


NO 
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You make delivery from-your tank right into the farmers? 
barrels on his farm? 

YesSe 

And the price he pays is the price delivered into his 
Rarrel on his farm? 

Thot is right. 

THE CHAIRMAN: I would like to know whether 


Wir. Trimble supplies barrels. 


MR. FRA'ILEY: Yes, I was going to ask him 
tha t. 

‘VITNESS: No. 

MR. FRAWLEY: The answer is "no". 


Except for a very, very few at Lethbridge. I dn not think 
we have 25 barrels out in the district. Thoy buy their 
own tarks or drums. 

They buy or otherwise acquiro thair own? 

Yese Ve put ina carload of barrels last spring and we 
sold the bulk of them. There is pretably 50 in dur yards 
down there, that is thero is no call fcr theme 

You say you di¢ tring in half a carload? 

A full oar of drums but they wero sold. 

How do you mean they were sold? 

To customers. 

Your people svuld them? 

“Ye Bold them and got tho money. 

That is interesting, Gid you have any trouble selling them? 
No, not at all. 

The farmors quite prepared to buy their own rarrels? 


We eould have sold enother car if we hac brought them into 


Saskatchewan and Alberta. 


How much did you have to charge for them? 
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A I think it was roughly around 2.75 a drum. 
q They wore not like these barrels we have heard so much 


ebout, theso stoel barrels at around »8.00? 


yy No, they wero not 85 pound drums, theycunly weigh about 
55 pounds. 
Q You sold them to the farmers who wore glad to buy thom 


from you at two or throe dollars u pisca? 
ve Yes. 
Q And it is those drums chiefly that ars being used? 
L They heve been accumulating storage for years, the 
Southern Alberta farmers. 
Q What do you mean by "storage"? 
Tanks, they buy a lot of tanks there as well as drums. 
We supply farmers with thres or fuur thousand gallons of 
storage. 
On the individual farm? 
(Co the individual farme 


The large farmor? 
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Yess 

@ And it goos into his tanks like it goes inte the dealor' 
te nl? | 

4 Yes. 

Q Do thoy have Bowssr pumps in connection with those tanks? 

B The farmers? 

a YoSe 

A Tho odd ones have pumps, hand pumps. 

Q Perhaps slevated? 

A Some of them are raised and we pump into them and some 

are on the ground. 


A} But thore are a lot of farmers that you do busincss with 
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that have tanks? 

A lot of them. 

And others have drums? 

YOSe 

‘ve undorstand then your modo of operation. Wow are you 

able to tell me --- 

THB CHAIRMAN: We heard something about drums, 
Mr. Frawley, wo spent a lot of time on drums ana are now 
hearing about a new type of drum at en entirely different 
pricc and I am anxious to know if they are useful and sc one 
MR. FRAWLEY: Yes, where do you buy these 
2000 drums you are sreaking of? 

I bought thoso from the Activo Trsding Cumpany of Vancouver 
when I was over thero last winter. They handle more drums 
than anybody else in Vancouver. 

Were they naw or second hand? 

Jsed drums. They had been used ones, mostly. 

You know where they were ma de ? 

No, different placss probably. 

Have you contacted any people like the ‘iestern Stocl Products 
or any of thes3 people in Alberta to buy drums? 

A few. We bought a few for the farmers from the Western 
Steul? 

4 few Like you have been telling us about? 

No, heevy steel drums. 

What did you sell them at? 

What they cost use Just gavo them to the farmers at what 
they cost USe I think they cost us in lots of ten or moro 
around 38.0) or a little mors. 


But if you wantod to you could get a constant and steady 
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supply of these drums, these two or three dollar drums? 
Well we had a lotter from them a month agu wenting to 


sell more. 


.Are thoy quite satisfactory? 


They are. You cannut move them around like you can the 
heavy steel drums but if they age left on the place and used 
they will do a number of years. They are galvanized, these 
drums aro and they will not rust very quickly. 

what capacity are they, the same capacity as the »8.00 steel 
drum? 

Yes, the same capacity. 

Any guostion of a greater evaporation or less, in using those 
drums? 


Oh, i would not think so. 


MR. FRALEY: Oh, yos, are they as safe, 


is their any quostion of them being less safe for the 
handling of these products than the steel crums? 

I do not think there is any danger whatever. 

Have you had any complaints about them at all? 

None at all in that way. 

Mr. Harvie suggests, and I was not familiar with that 
expression, are they what are called "a onc~time shipping 
type of drum"? 

You mean used once before? 

No, are they what is called a one-time? 

I am not familiar with that term. 

They are manufactured and sold by this company in Vancouver? 
No, Noo They are picked up from all people whe get in 
products in these drums. They are picked up and bougnt from 


all merchants in the city. 
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Q What kind of products? 

A “ell, lubriceting oils but you must get a drum that you can 
eléan, you ufaeterands 

Q Yes? 

That is the main thing of buying a used drum. 

Q Vell as the Chairman says, we are taking some timo about 
this beeasause we have heard so much about drums, are they 
drums manufactured for the purpose of handling gasoline 
and distillate? 

A No, I would not say so. That is not what they were 
manufactured for first. 

Q Not when they were manufactured first? 

No, these companies would require other things, lubricating 
Oils and that kind of thing, I think they had them manufactures 
for that purpose for which they were first used. 

G Are they 45 gallicns? 

B Yes, around 46 or 47, over 45 anyway all of them the same 
as the big steel drums. 

Q And are there plenty of them that can be purchased, I mcan 
if all tho farmers in Alberta wanted thom, could they got 
them from this company? 

b I think they will get, well thoy couldn't buy them from 
that company, because thoy couldn't buy a carload. 

Q But if you decided to bring them in? 

Sb I believe there are enough drums to practically supply 
all that is needed in Alberta. I see them around the 
junk shops here piled up. There has not been much 
Selling this summer. I think they have all they need. 

Q MAJOR LIPSETT: Are these drums which you 
refer to as being availeblo, are they drums that have been 


originally supplied for gasoline by the larger companies, 
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that you mentioned seeing in the junk shops? 

Here in the City of Calgary for instance? 

YeSo 

They buy them tosell for gasoline, mostly that is what 
they are bought for. 

Q Are those drums that have originally been distributed by 
the larger companies with gasoline? 

A They were originally picked up from people who buy lubricating 
oil and linseed oil and things like that. 

Q MR, FRAWLEY: Now, Mr. Trimble, can you anw 
tell me what the cost of your, take any one of thse products, 
take Grade "A", what the cost would be at any pnint you would 
like to choos6, say: let us say you have a farmer custonr 
ea few miles, from any place you liko to name, Lethbridge or 
Milk River, take any point you Like and tell me what you 
estimate to be your laid down cost, quite apart from ths 
price you charge, of Grade "A" gasoiine purchased from the 
Big West,Gasoline at 7 cents por wine gallon? 

v.) Had we better give the cost, what that really costs with 

duty and it is transferred into tho Canadien gallon first? 

Just proceed to give us that evidence, that is fine. 

The Grade "A" gas costs 10.25 about. 


At what pnint? 


ee oe i 


With duty paid and we have to draw it, transfer it into 
Canadian gallons, it costs 7 cents, that is 8.4 in Canadian 


gallons. 


&) 


Let us not go too quickly about this, let us build it up as 
it were, 7 cents, U. S. Wine Galion at the refinery? 

A That°is 8.4 in Imperial Gallons. 

MAJOR LIPSET?: Mr. Frawley, would you just . 


find out where the 10.25 in the Canad:sn gallon was at? 
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MR. FRAWLEY: We will get that, becuase I 


think we cannot miss it. We will nave to get it this way, 


where was the 10.25 at, at what point, at the bordor? 
Yes. 

At the. border? 

Yes, you can put it at the border because you havo to put 
it, haul it to the border. 

shat you have done is arbitrarily put the border at Kevin, 
Montane, the Kevin Refinery? 

Yeso 

8 miles away? 

20 miles. 

It is 2) miles? 

Yes 

wv. COUrse, a0? 

Now we had the 8.4, the price Canadian gallon or Imperial 
gallon; duty 1 cont a gailon. 

Not too fast, that is at the refinery it is 8.4, at the 
refinery, Imperial gallon? 

Yes o 

The duty? 

1 cent a gallon. 

Yes? 

Now you have to add them together to get your salos tax, 
8% on that total. 

All right, 9.4 cents and then you add what? 

Your sales tax 8%. 

Have you figured that out? 
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And you take the broker, roughly 431.00 per thousand gallons, 
that is sl. . 


el is the brokerage charged? 


YeSe 
MR, PLOTXINS: .Ol is it not? 
MRe FRAWLEY: ,Ol is it? 


No; 2 would be «bk 1 think so. 

Now which is it, 1.00 a thousand gallons? 
thet would be 1 cont a gallon, ls 

Is it ~le0O0 a thousand gallons? 


Yes, is that right Mr. Plotkins. 


MR. PLOTKINS: Yese 

WITNESS: Adding that, you have a total 
Cl =o 

MRe FRAWLBY: : Just a moment, we aro taking 


the brokerage then at .i? 

Yes. 

Then the next? 

A total of 10.252, roughly 10.85 1 put it. 

106852 Now that is the cost, exclusive, that is the cost 
at the refinery oxclusivo of hauling? 

That is ite 

Yese Now then you take a point, Lethbridge, you know 
What the mileages all are, take a point --- 

I think we had botter finish these prices. 

Oh sure. 

Stright run, while we are on this, the straight run gasoline 
costs 5 cents American gallon which is 6 cents Imporial 
gallon. 

Yes? 
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B Duty 1 cont a gallon. 


Q Yes? 

A That is 7 cents. Sales tax on that .56. 

Q Yes? 

ye) Brokerage again .1, a total of 7.66, 

Q Now that is at the refinery exclusive of haulage? 


Yeso Distillates. 
Q Yes, all right. 
A Distillate at 4% is 5.4 Imperial Gallon; duty -5 on the 
distillates, ~ cent; sales tax .472. 
Yes, we are making a sub total there of 5.9? 
YeSe 
Sales tax? 


0472. Brokerage .l, total 6.472. 


2 tex re 


Yes, Now you start to haul that into Alberta. “ith that 
starting point, and let fe ask you generally, What do you 
figure or have you got an estimate of a per gallon per milo 

chargo or rete or estimate for that? 

A Well I would not say we sold it just on that, I can tell 
you about whet it costs us. 

Q Never mind about selling it. You haul an awful lot of 
gasoline? 

A Yes. 

Q Vhat does it cost you per gallon per mile, have you a figure 
Like that? 

A Yes» 

@ What. does it cost you? 
The figure to distribute it around Lethbridge is 8.9 per 
mile per thousand gallons. 

Q 8,5 per mile per thousand gallons? 
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He M, Arimpls. 
Yes. Well, now, that is all right. But have you bruken 
that down and can you pick a point out. You can pick a 
point out and give us the cost? 
Our averége aye Tiere is 150 miles, roughly. 
What you are gOing to give us ig the average laid down cost? 
Yes. Now, our loads on our own trucks average 1365 gallons. 
Yes? 
And that works out about 11.6 a running mile for our trucks. 
Or 1.74 eents per gallon. That ig a rough average. 
In other words, you say for what you distribute in this 
150 mile zone it costs you 1.74 cents per gallon? 
Tee". 
In other words, what you do to arrive at the cost---- 
THE CHATRMAN: Theat is everything, 1s 107 
MR. FRAWLEY: _ That is the two grades of gasoline 
and distillates? 
It will be the seme per gallon for everything. 
THE CHAIRMAN: That is the cost of the gasoline 
and the use of the trucks and everything elisa? 
MR. FRAWLEY: That is depreciation on the trucks? 
I cover everything. 
How about wages? 
That covers everything. 
THE CHAIRMAN : 1.74 cents per gallon. 
It is impossible to work it out to the cent and nobody can 
take the depreciation on the trucks and everything. That 
is as close an estimate as I can give. 
MR. FRAWLEY: If you wanted to answer the 
question as to what the full complete laid down cost of 


the product at a point in this 150 mile zone was, and that 
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Hebi, Le imp le, 


13 Lethbridge, ig it. That ig a typical point, is it? 
Yes. 

Let us say Lethbridge. If you want to find out what the 
cost laid down at Lethbridge is you would simply take 
these figures of 10.252 for the A Grade gasoline, which 
we can call the regular gasoline? 

mat is what they aalli it. 

10.252 at the refinery for regular gasoline, and add 1.74. 


MR. PLOTK “NS: No. you do not add) ia74s ies 


is the average cost per 100 miles, and Lethbridge ig 150 miles? 


7° miles cach way. Lethbridge would be a little more than 
the average distance. 

MR. FRAWLEY: Suppose I just put the question 
tO you, ean you tell me your laid down cost at Lethbridge, 
what would be your answer. Would it be 1.74 added to the 
10.252? 

No, I would not say that. In the first place there are a 
g00d many things enter into the price this gas is sold at 
there. We are selling gas to co-operatives and groups 
Clete ines |. 

Yes? 

Many of them who hauled their own gas from Montana before. 
I am afraid you are getting intc price. 

I thought that was what you were getting at. 

No, your cost now. tI have not got into price at all. 
If I asked you what your laid down cost would be---- 

Our average for hauling is 1.74 and if Lethbridge is 25 or 
oO miles further I have given you the price it is costing us 
per. mie Ree, go it could be easily figured out. . 1 geve 


it at a cost of about 11.6 per mils. 
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Wes Trimble. 


MR. PLOTKINS: That is not correct. 11.6 per 
mile per thousanc, amd it is 86 miles. 

About 93 to 95. 

Do You want to call if 957 

OD.3 

95 twice, that is 190 miles? 

Sop you Mul cipiy that ty 21.6. 

8s, you get it by each gallon. 

MR. FRAWD:Y: i want to gét it in the regeru, 
the cost at Lethbridge of these three products to your 
company. Now, how are we going to do it. Urb. Viet is 
1,000 gallons? 

Yess OU 10 COSts us on our load, I gave you 11.6. 1% costs 
us that per gallon, considering our load. 

MR. COMMISSIONER LIPSETT:. That is because your trucks 
average Loood. 

Two are 1305, 29 drums - they are for even drums - one is 
1485 or 56 drums. 

Due wnev average Lobb, you said7y 

Yeon Of oourse , you are getting inte asep water when you 
get into these fractions in the hauling cust. Because the 
further you haul stuff the cheaper you can haul it. 

MR. FRAWLEY: I am going to suggest this to 
vou, Mr. Trimble, that you take the mileage of 95 miles and 
you ee that, that is 190 miles. 8.5 cents is what you 
say your cost per mile is per thousand gallons? 

Yes. 

iat would be 1.615; or in cents per gallon, 1.61 cents: 
Are you content with that. That would be your Lethbridge 
cost? 


Just ag I see it now, I think we had better use this other 
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H. M. Trimble. 
figure of 11.6. .That is what it costs us to draw, considering 
tne load we draw. 
MR. PLOTKINS : You are doing it the complicated 


way because you have to reconvert it back into gallons? 


it does not make any difference. I am not well enough to 


evevnto.e lov of this stuff. I am under a clinic every day. 
MR. FRAWLEY: We want to try and get these laid 
down costs. i am afraid we will have to leave dias it is 


until Mr. Cottle works it out for me, the laid down cost. 
Yes, you have sufficient. 

au sOsyOu CO in-the matter of price. What do you do 
when you come. to sell this product? 

Well, in that district they sell it for about what you can get. 
Oompetition is very close. 

Let me put some prices to-you, and I want to know what you 
sell these’ products at. Now, the Lethbridge prico on third 
structure gasoline---well, let us take your regular gasoline. 
The Lethbridge price un regular gasoline is 17.7 cents. 
Miey 26%che price at which it is delivered on the 

Darmer's property. Can you tell me the price at which 

you sell your gasoline that you buy for 7 cents at the 
remaneny,. U» &.- gallon? 

It averages us 13.25 cents on the farmer's property. 

You gct that? 

Yes. 

Yow g6t 13.25 cents? 

Yes, that is our average. 

The average over what district? 

I took that for the months of May and June, the two big 
months this Summer. 


That is for all the gasoline you sold? 
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Grade A. 

All of the Grade A gasoline you sold in the whole of this 
territory you supply? 

Yes. 

South of Claresholm and district? 

Yes. | 

MR. HARVIE: That would not be Saskatchewan? 
No, i am not giving you anything about Saskatchewan. 

MR. FRAWLEY: saskatchewan is out, as far as 
l am concerned. 

Now, ~0r (he third structure? 

Average, ll cents. 

PRGsror the Gdistilla sey 

I. Cents. 

inet 1S Whe price you reesived?y 

Yes. 

If £ just put on the record what the Imperial Oil's posted 
orices at Levnitridge are. L7.7 tor regular, 14.7 1388s 
Men) too 16 the Imperial price at Lethbritge for £cio ver 


Pramstrucbure) sasoline, an lesa is their price fon areegor 
distillaze at Lethbridge?’ 

imap if the prices you have. We meet plenty of competition 
with the Imperial Oil on these prices. 

You meet plenty of competition?’ 

Yes. 

These are the prices which Imperial Oil get----- 

I do not know anything about their posted price. 

Do you know anything about their actual price, the price 
that actually goes into their pockets? 


Yes, I know we get competition from them rigl.t on these prices. 
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Well, bluntly, that they are selling at less than their 
posted prices? 

iy sons tell me they go into a farmer's yard and put it into 
his tanks at our price and want him to try their gasoline. 
t am not running the business down thcre, but that is what 
PeaweOld by any boy. Then there is Artio Gold and the 
Great est Distributors. as far as the posted prices are 
concerned, they would not mean anything in the Lethbridge 
field with the farmers. There would not be much sold. 
What does that mean, that Great West Distributors. That is 
@aB. A. jobber,that they do not follow the Imperial's 
posted prices in that district? 

Not in the Lethbridge district. 

Mey are under them? 

S say they would not sell any gasoline if they tid. whe 
farvers. do not pay that price for gasoline down there, in 
our gener Lence. 

THs CHATRMAN: As I understand the witness, the 
Imperial does not follow their own. 

MR. FRAWLEY: Your intormation 18 that the 
Imperial does not follow their own prices either? 

We will get you instances. I have not got it here now, 
put if you want it we can. They go into a farmer's yard 
and. put the stuff in at the prices--- 

They have simply established a price to meet your competition. 
in other words, they have taken your price? 

Gompetition is very keen, and if you know anything about 
business you will find other people will come in and find 
what you are selling stuff for and if you are below them 


they will sell it at your price. That has been my 
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H. M. Trimble. 
experience and I have been a long time. in this kind of 
business. in other words, I am giving you the price we 
get for this gasoline. Do not assume we went into that 
country and brought the prices away down because nobody 
was selling it there cheaper. Farmers were drawing it 
over from Montana and knew what they eould get gasoline for. 
And you had to meet that? 
Different groups of farmers, we haul and sc]l them their 
gasoline and several of them werc hauling their own gasoline. 
And there are co-operatives too that we supply in this. 
Re ces ge5 0le prices from co-operatives, the Imperial 
Oienosody CLS6, it they. can get it Cheaper. Unay toenon 
the idea of co-operation. 
[want to put some more figures on the record. Taking the 
Lethbridge district. What would be the price that you 
would sel] regular gasoline for in the Lethbridge district 
to the average purchaser that was taking, say 10 drums a 
week, or something of that sort? 
iG Would be something ad littie over 16.26. 
Because it would be over half way? 
it would be something over, a little over 13.25, because 
it would be over half way. 
It would be about 13$¢ cents, would be the price you would 
charge in the immediate Lethbridge district? 
It would be a little over that, it should average a little 
over that. There is another thing I should explain. If 
eS mates storagcé- for a Tull Load of gasoline, cg? drums em 
34 drums, as the case may be, he buys his gasoline cheaper 
than the man who has not. 
iow much cheaper? 


Probably half a cent. 
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HeMiatlrimble. 


Taking regular gasoline, you say the price you would ask 

in the Lethbridge district would be a little over 13+ cents? 
That is what it should be. 

For the average purchaser, and about half a cent less to 

the purchaser taking in tank waggon quantities? 

I would say so. 

And for straight run gasoline in the same district? 

hetttaete. over ll cents. blscentsals theyeverase.prics 

that we have averaged over the whole district, and that 

1B a wli tile, over half way. 

it would be a little over 11 cents for the average farner, 
anil how much again to the man buying in tank waggon 
quantities? 

Probably half a cent less. 

And distillate to the average purchaser? 

It might be about 9.6 ead 

And to a man buying in tank waggon lots? 

HeawvouLoscet Naltiaa cent off . 

That is what you are actually getting in that district for 
your gasoline? 

1s. 

Have you made any money carrying on this business, Mr. Trimble% 
We have not got rich but we have made a nice living and put 
DY. ALi voles 

Ushevou ive us some idea-—--- 

This will work out about a cent a gallon, I would say, profit, 
net profit. 

Net profit to you? 

Yes. You have .46 to take care of what should be allotted 
to office expenses and the expense of our man selling 


gasoline. Not his wages, but for upkeep of a car and that 
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He Ws Trimble, 


kind of thing. We gave you the price of hauling of 1.74 
and our average profit on this gasoline would amount to 
O.20. 

Gross? 

Gross. 

Mie vevoss overace protvituie 4.207 

Cee ieee TAC OTL la 4cor W275) roughly. 

That is the average on Grade A and 3rd grade and distillate? 
I would say it would take half a cent to run the office and 
the man's expenses for the car, and it would leave us 1 cent 
profit. Ppropably handling 600,000. gallons, insAbvertea, wor 
$6,000.00, I would say, would be roughly the profit. 
ipasked you for 4 financial statement for the year 1958. 
Were you able to make that up, of receipts and expenditures 
for L9537 

LT have a statement here that we gave with our income tax, 
put there would have to be some explanation because 
Saskatchewan and Alberta was all in together. 

Let us file it? 

Well, . know but even at. bet, here is something you 
sheula ride with it. 

Fully wren th 

Our trucking was in a separate account into Saskatchewan. 
They are both averaged there last year, roughly around 4 
cents gross. 

MR. FRAWLEY: mr. Trimble files two sheets, 
Bie tenenh. is Me, Primble & Sons, for L9se. 


(DOCUMENT IN QUESTION IS NOW 
MARKED EXHIBIT "609". } 


Now, let us see what this does show. Lv nas, Of course, 


got your wheat business and your trucx business and 
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n. MM. Yrimbte., 
commissions on gas tax collections? 
Paskatchewan gasoline is selling entirely on a different 
basis. It is all sold basis Coutts, and then our hauling 
is separate in this altogether. 
First let me see what it does show. This is the whole 
business of H. M. Trimble & Sons, andi there is a small 


item here of income from bonds? 


But a person only interested in your gasoline business, 
would Hesheseblemrovpick) 1% onde 

Yes. The nauling into Alberta and Saskatchewan is not 
separated at all 

THE CHAIRMAN: is Mr. Cottle with the 


Conservation Board to-day? 


MR. FRAWLEY: i XOSne De WS hi Chad ema, 

THE CHalRMAN: Willehe me thers ald day.7 

MR. FRAWLEY: Yes, Mr. Chairman, probably he will. 
THE CHAIRMAN: It seems as if he should be here 

for this. 

MR. FRAWLEY: Quite. 

THE CHATRMAN: Iowonder if vou should. Geiser ais 


Pind he wa s7 

MR. FRAWLEY: That means deferring 10 To tie 
middle of October, as Mr. Cottle is going immediately to 
Washington as soon as he is finished his work with the 
Conservation Board. He should be on his way now and he 
is staying to finish this work for the Conservation Board. 
But I think we can get along. 

THE CHATRMAN : Is he on some Sittings? 

MR. FRAWLEY; Oh ayes Sot ting, 


Otherwise, he would be here. No, I do not think he 
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Ho. MM. Trimble. 


would be here, he would be away. 

MR-e SMITH: AS a matter of fact, they are 
holding the very Sittings that Your Lordship suggested when 
we were last here. 

TH: CHsaTRMAN: Cased, 

MR. FRAWLEY: Tt ue awkward that Mr. Cottle is 
motthere.« 

TH! CHatTRManN: Well, you, cannot’ Help it, Mi: 
Frawley. I thought probably he was not here this morning 
but if he could be here this afternoon it might be worth 
Wore tiowerer this examination for an hour or ‘two: 

MR. PRAWLEY: i think we can gct the information 
to-day. What I am anxious to do is to get this information 
so that the people who are interested in this man's opera- 
tions will have enough before them to examine him intelligently. 
MR. SMITH: And the Conservation Board have 
something else to do and they must do it to-day, is to 
deliver their judgments in some assessment appeals which 
Mopenetdmeyesterday, anti. think the day before. Oo 
CGvknom are Cottle 1s pretty busily engaged, f would! thimd 
to-day. 

Tis CHalTRMAN: Well,- Mr. FPrawley will have’ to do 
ther best he can. 

MR. FRAWLEY: Yes. 

fhis shows that you had net profits in the year 1958 of 
$14,978.78, but, of course, there was a gross profit of 
twenty-one thousand odd dollars in the wheat business, and 

a gross profit of thirty-two thousand odd earned custom 
hauling with trucks, and $16,700.00 gross profits on 
gasoline bought and sold. And then on the second sheet 


you have sold in Saskatchewan certain gasoline and show a 
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ae M. Trimble. 


gross profit there of 4.07 cents per gallon? 

Let me see that a minute, please, will you? 

THE CHAITRMaN;: Well, «r. Frawley,.can we afford 
to steer clear of Saskatchewan. Is not the complaint of 
these refiners in alberta that if this product was not 
taken into Saskatchewan from Montana instead of Alberta, 
that they would be shipping it there? 

MR. FRAWLEY: That is their complaint... But 

I do not propose to go over Saskatchewan and try and find 
the laid down cost. He 1s taking petroleum products into 
waskatchewan, of course, in large part, more than he is into 
Albperte. 

TH: CHATRMAN: Now, why not? it the plaid: coma 
COotluwitn ALperie is or interest, why 1s.not,,it also in 
waskatchewan. tam just-trying to think this out now. 

The .relizers say one of their complaints ig this is breusnt 
in from :.ontana. 

MR. FRAWLEY: In violation of the Anti- 
dumping Act. That is their only complaint. 

THE CHAIRMAN: That is the only complaint they 
ean have. But they may have a-second suggestion that it 


should be cut.ocut altogether by some other »vody. While it 


may not be termed a complaint, as I understand their position 


iz is that it is displacing gasoline which would go to this 
Saskatchewan market if the »ontana gasoline did not. 

Mik, FRAWLEY: Wheat they say, .in a word, 
perhaps, is if it were not for Mr. Trimble and Mr. 
Meltabarger, they would be able to maintain the posted 
prices in Southern Alberta, and it would leave them in the 


black instead of in the red, as they are now in the 
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Hs Sh. Trimble. 


Southern Alberta area. They say "We are in the red in 
Southern alberta because of the operations of :r. Trimble 
and the Texas Company in disturbing prices down there." 

THE CHAIRMAN : if you are interested in these 
phases of Mr. Trimble's business LOy ALDSrTiaceal. vee 
getting at is why aren't you equally interested with 

respect to what he does in Saskatchewan, because it affects 
the same people. Perhaps you are not, I just asked to 

Tide Out 

MR.. FRAWLEY : {am just trying to think to see 
Wie wer am Or not: He is heré end bringing the products 
i een las probably disturbed the gallonage of taege 
companies in Saskatchewan just the same as he is doing in 
Alberta. If the Commission is satisfied with regard to the 
disturbence--there is in Alberta then, perhaps, it might be 
of interest to know there is similar disturbance in 
Pesnab@levwan, Dub SO far as the detail of 1% 1s concerned -——- 
THE CHAIRMAN: itis a bigger Opereaticnein 
Saskatchewan? 

MR. FRALEY: L165, a Digser Operation an 
Saskatchewan. He is doubtless making it equally as difficult 
for the Imperial and the B. a. in Saskatchewan as he is in 


Hibperta, but we do not kiow and I have no information 


about that. I have no economic line in Southern Saskatchewan, 
as I have in Southern Alterta, for instance. I have nothing 
of that sort. I do not want to be pursuing anything with 


vir. Trimble that I have not pursued with the major companies. 
That is the only thing that occurred to me. 
THE CHAIRMAN: it is touching the crude oil 


production, the throughput of the refiners, and the 
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H. M. Trimble. 
throughput of the pipe line? 
MR. FRAWLEY: lye a2 ec tin 6a onet. 
THE CHATRMAN;: Wheat you are petting Irom Mr. 
Trimble, what thing are you getting at? 
MR.e FRAWLEY: That ig a fair question. 1 was 
not very much concerned with -ir. Trimble, but I wanted to 
give everybody an opportunity to examine him. = was 
thinking of leaving mr. Trimble out, as a result of our 
desire to compress our work. But at Mr. Harvie's request 
particularly I brought Mr. Trimble here. Aig A Uae cit ome Sees 
Harvie has some concern, as did Mr. Miller, in 
demonstrating to this Commission that Mr. Trimble was 
violating the Dominion regulations. I think that is the 
te 1neipea ly Tressoniiar this evidence. Otherwise, or. Udotite 
has found the situation as it is in Southern Alberta, and 
he tinds shat the Imperial Oil in that Southern part is 
Losi sO muck money, end Mr, Hervie'’s client is losing 
so much money in dollars and cents. Why are they losing 
that moncy? Because the gasoline is coming in.from 


montane and because the competition is too keen and they 


havewto pun down the prices which would otherwise be higher, 


Poreeilis Glichts €ré here and it is well ,for then sto 
understand the position. if there was no gasoline coming 
in from Montana at all the price at Lethbridge would not 
I oe It would be something much greater than that. 
ligvould. De the .Calsery price plug freieht, as it is in 
Edmonton. Edmonton is Calgary plus freight. Lethbridge 
would be Caigary plus freight. Why? Because cr jars 
Trimble and the others importing from Montana it is 
upsetting the major companies. 

MR. NOLAN: I wonder if that is quite right. 


We are talking about costs and refiners. ‘he fact is that 


iil 
=_% 


sagt ae 


7 


age tery» ASTER it yt ‘a aa of. ihe gk Sie pee tg) se my 
= at ‘ a far 1 
4 5 eke tee agOY, ‘9 a. one uy Po decete: 
Se Fea ara * wail G 7 
est : a {7Eaip- 345 LS ee evi ae eat cual oie : 
+ hetey 1 dod  Steael tes se peatanlog ant “rey fod 
eeere 7 Teel a psd : 
i 
birt. SIS oF LAT LOG qo ne’ yaad wreve: ar at 
Pieet. 6, BS. fae arate wr ag veel te a ahaa it 
et al ; BS x ry 2 ae a A eo Bakes 
ext 
oo oy SS ree Bete a Be i: . “ 
cee Pi 
2 ie “) 
i} red . 
at | 
Aes “ in 
U ‘ aS ers 
: Sone : © ta 83 ae 13%). 3 ats Seen aii 7 
<a fasiie ni eiviae 11M Ons ue sop Bowe ba. prinal 7 
| | vo M m2 a ie a at , : 
axils at ove wit atede Bix Bteliot ne, yodou. Hover 1 OR mn 
o 5 + 5 . ‘6 (3 *% 8 . ; A ; ; Ky ae = 
avait - 
\d gatmoe ef webigesa Sai deyaneg, Heo. 20 a 
. i j b ] ; ; 
met oot wt. ep sete cat A gf orig. an ty need. Be od aiid 08 7 
es 7 wa ek ean aI “7 e 
Br oarety tn eat w p' Oe of ova 7 
“4 : a4 opel iweretints. big (5 ax: heii ED tet & v Wo a 
oa; | ee a 
id Oy { ‘Poe: 2 ‘ pis Bas’ et f eit, 9 fe ptont te * ts 
i a ms 
| agi Lome of: new sree Be abttieog ait 


4 " : okt, } ra 


b» P| ; H% j serum . he j ~aie a ‘ be E tT - ond! ike 12" 


+ . . ° * 


any | 


ae mitt sattiaa? 9b 


: : oY % ee ru 
 tedt. ceds-: teteets eo 
‘ ore) H - + wt 


tee 


. . oe ee 
“ler TO. BEREGOPS ee 6 


» wh ane ete me 


ag 


1S, Ande 


H. M. Trimblo. 


every gallon of gasoline that Mr. Trimble sells in this 
rrovinece is one less gallon produced from Turner Valley 
crude, and one of the reasons this Commission is sitting 

is to enauire into the market for the crude from Turner 
Valley. Now, whether the Imperial sells at one price or 
another, the price is only part of this picture that Mr. 
Trimble brings before us. I think that we are equally 4s 
interested in what he does in Saskatchewan as we are in 
What hed oes in Alberta from the point of view of the 
fellow bhet is producing oil in Turner Valley and is not 
getting that market. 

MR. FRALEY: Of course, we are interested, 
but after he states it what further must I or should I do, 
Geeause i want tO do everything 1 should do. What further 
must 1 do? 

THE CHATRMAN : I suggest we could find out what 
he took into Saskatchewan and at what price he sold it. 

He has told you the price he buys at and what he sells it 
at hére. How much it is. What it costs him to do business. 
I suppose Mr. Trimble has all this. 

MR. FRAVIEY: if he has I will.ask him and I 
will pursue the game examination exactly. Can you give me 
the same information? 


A I can make that for Saskatchewan very brief. 


(Page 16,446 follows.) 
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Well what can you tell me about Saskatchewan? 

THE CHALRuAN: That will be best. 

And I aim to put on a half a cent on that gasoline 
ever anc above the cost at Coutts for my buying in 
the quantities I do at any Co-operative, I only 
supply two Co-operatives in Saskatchewan, whrle- 
sale Co-operatives, there are five of them altogether 
and I aim to add a half a cent. 

What do you mean by that, that you aim to add a half 
& cent? 

Half a cent over and above the costs at Coutts. If 
this stuff ecsts 10% we will invoice it out at 
OST 

To the Saskatchewan business? 

To the Saskatchewan business. 

Wro takes care of getting it there? 

Then we do the trucking. 

Yes? 

And if we hire trucks, if we have not got enough 
trucks of our own we hire them and we pay them the 
same price as we truck. Now just what we make on 
that trucking I am not prepared to tell you today, 
rut if we hire them, as we have to in the Spring or 
Fall, we have not enough of our own trucks to keep 
going during the busy season of the year, so all we 
have in that case is only the half cent a 
gallon but we make something on our own trucks. 

In other words that is just a trucking proposition? 


The Saskatchewan business is a trucking proposition, 
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exactly. 


Q Except the half cent? 


A Yes. 
Q Then give us the gallonage for the Saskatchewan bus- 
iness? 


A WeLll--~-- 

@ Rougniy? 

A Well I sould give you, there would be, I might not have 
been able to give that, but I think he will do a little 


better than a million and a half in the two Provinces. 


Q, YOu'think yow will do a littie better than a million 
and a hait gallons in the two Provinces? 

By Yes. | 

Q 3nd can you divide it 1p? 

A Phere would aroroximately be 5E% anyway in Saskatchewan, 
that 18 a little over half. | 

Q A little over half in Saskatchewan? 

ih Yese 

Q Now i% might be of interest, if you have only five of 
them, wiii you tell us the five Cuccuperatives who are 
your customers? 

f Yes, Hughton Go-operative, Hughton. 

q That is at Hughton, Saskatchewan? 

ri Yes. The Kyle Co-operative, at Kyle; the Cabrai Co- 
operative at Cabrai; the Hazlett Co-operative at Hazlett; 
The Pioneer Co-operative at Swift Current. 

a and it is all a wholesale proposition? 

di Yes, all a wholesale prvposition. 


#) Now you are interested in, you have no particular in~ 
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terest in these i:ontana refineries? 
A None at all. 


Q And you are simply interested in what profit can be 
made in buying and selling gasoline? 
A Yes. 


Did you ever canvass the possibilities of carrying on 


-) 


the same business which you are but taking your sup- 
plies from Alberta refineries? | 

fi I have. 

Q {nd what attempt heve you made? 

A I couldn't get the Montana prices, they wnuld not meet 
them or near meet them. 

Q What upproach did you make, whom did you approach? 

Fe I have probably tried more with the Gas aud fils 


than any other company. 


Q They are a company manufacturing gasoline in Turner 
Valley? 

& Yes. 

Q And well have you, can I say, can I put it to you that 


you heve’ seriously endeavoured to: enter into business 
relations with them? 

i I have. 

Q And you couldm't dco that because they wouldn't meet 
the price you were getting? 

A But I might say here that there are products going 
iuto Saskatchewan around where I a selling that they 
must have bought it at abont the sane price that I 
bought it in ijontana., 

Q Products coming from where, gcing in’ 


A Fron Turner Valley and Calgary. 
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Q There are Alberta products going in? 

a That must have been bought at avout that price because 
I know what it costs tc haul them and I cannot sell ny 
products against then. 

Q In other words you say that some of the Alberta re- 
fineries must be selling---- 

f They must be getting down close to these Montana prices, 
that is what I want to say. 

Q I suppose perhaps it would not be unfair to say that 
the fact that you are there with the Nontana product 
forces them down, does it not? 

PY I would not say that altogether. It is a question of 
competition ali arvuund. 

Q Yes? 

é They dco not cume down where there is no competition, 
L can tell ycu that. 

Q But it is still possible that you force them down, I 
am not saying that accusgingly, it may be that your 
prices force them down? 

fi I expect they do and I have no excuse to offer for 
that > 

@ No. Now it certainly has been suggested where you, 
where you or sumebody else, that there have been some 
violations of the anti-dumping laws? 

i YesSe 

5 In other words, put very briefly, that the iiontana 
refineries are selling to you at a certain price, the 
5 gents, and that they are selling, this third~ 
structure gasoline, it has been suggested that there 


is a violation of tne Dominion Regulations Custons 
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Reg ulat ions---- 
Bs Yos: 
Q In that the refineries, these particular refineries, 


take yours, the Big West Company, is selling to ycu 
at 5 cents for third-structure gasoline but selling 


to somebody else like you, fur home consumption in the 
State of Montana at more than 5 cents and let us 
assume for the moment if that were so, if they were 
selling to you for export to Alberta at 5 cents and 
selling to somebody like you in Montana for more than 
© cents, let us assume that, without arguing it, that 
that would be a violation of the Anti-dumping Laws? 

£: Yes. 

ie) What do you say about that? 

fi They are selling in quantities at less than I buy, as 
cheap or cheaper than we buy, the same company. 

Q, Yes, now, selling to whom? 

p I will not say on Straight Run Gasoline they are sell- 
ing it cheap but grade A they are selling cheaper. 

Q They are selling grade A for home consumption in lMiontana--- 

A montana and the States adjoining sontana. 

a, In the United States? 

L Yes. 

Q at less than 7 cents a gallon? 


Ves. 


Q. Do you know to whom they are selling at less thm 7 cents? 
No, I did get «a name or two but I didn't put it dow, 

IT have disuessed it with the company. 

Q, With your ccmpany? 


di Yes, with the head salesman. 
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Q And they told you they were selling at less than 7 cents? 

A I know they were selling at less than 7 cents. We should 
probably have hought at less but I think 5 cents is about 
as low es they are selling the straight run, 

a. Do you know they are selling the straight run alae tc 
anybody? 

A No, not at a lower price. 

Q De you know that they are selling as low as 5 eents? 

fi Yes. 

Q In the United States? 

ti ae 

g This is what was suggested against you, the British 
American 911 Cumpany filed an Exhibit, I have not got 
the number, but it was a memorandum by Nr. F. &. 
Dempsey who went down intc. Montana and made inquiries 
for them? 


A And talked to the Big West Company? 


Q Yese Well you do not tuy any leaded gasoline dv you? 
é NO» 
Q I am afraid the only information they had there was as 


te leaded gasoline but there may be something else-~~- 
THE CGHALTRMAN: Oh, grade A gasoline ir 
what then? 
A It is not a leaded gasoline, the Big West~---~- 
| THE CHA IRMAN: It is comparable with what? 
Q MRe FRAWLEY; . You said a moment agn it 
was an octane number of what? 


A Around "71. 
Q ‘Then on that evidence it is comparable with Three-Star 


Gaaclive ani wath Nevr~ipx Gasoline, regular gasoline 
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in this Province but which of course is leaded? 
MAJOR LIPSETT; ; Ay ip theve any lead at all 
in that grade A? 

Grade A they ¢all thats 

is there any lead in that? 

NOs 

THY CHA IRAN} io lead? 

No lead in it, their gas is not leaded, 

Like FRAWLEY sit couldn't leave 
Montana if it was. The #thyl Corporation is the only 
conpany that has the say as to that, and the Eshyl 
Gorporation told us all about that. You eannot buy 
leaded products and bring them intr alberta? 

NO» 

MAJOR LIPSiTT ; It is not comparable 


then, lire Frawley, with the Three=Star? 


ine FRAWLEY: Oh yes, as to octane. 
wAJOR LIPSuTt?; But not leaded? 
MR» FRAWLEY: | Speaking practically, 


speaking generally, it is, The Three-Star has an 
oetane of about 70 I think or 71 or so, If the other 
gspecifieations are not kept it would be regular 
gasoline, There are thousands of gallons of gasoline, 
i» 5 Conmmiuniene®, sold in the United States, Standard 
Regular gasoline with not an ounce of lead in it, not 
a drop. 

MAJOR LIPSIUTT s Tan just trying to come 
pare the Bs Ao By 

THE CHATRMA NS: You were speaking of 


Standard gasolines» Has Professor Stansfield gone? 
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Mie FRAWLEY: Iam afraid he has gone. 
THA CHATMUAN: I was just wondering if 


he is going by the octane machine entirely and disre« 


garding the leaded product. 


Mk. FRAWLEY: put that again please, lir- 
Chairman. 
THE CHAIRMAN: He was speaking of hav- 


ing a machine now that will work out the octane number 
and so on. 

wRe FRAWLEY: YES. 

THA CHATRwAN: And that he would be pre- 
neeeA te grade gasoline but we should perhaps have in- 
quired whether or not there should not be a distinction 
between leaded and non-leaded products. For instance, 
you are saying these two are comparable. Would it be 
safe to say that to the public, that they are the same 
thing? 

hifie FRAWLEY: The lead is only to take 
care of the octane numbers. 

THE CHA Tita N: That is its sole purpose? 
Mine FRAWLEY: I think that is a fair way 
of saying it. I am right about that, ifr. Meltabarger? 
NR. binLTABARGHR: Yes. 

Mine FRAWIBY: It is to take care of the 
octane number. The octane number is language used to 
distinguish its non=knock character. 

THY CHALTHwAN: Oh. Tt has no -Gharactier= 
istics other than that? 

MRe FRAWLEY: There are a lot of other 
characteristias but the octane does not relate to them 


at all. It has an em point and a beginning point but 
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that is quite apart from the octane number; in other 
words, 40 put it roughly, there are two ways of 

bringing up the octane number; one by further refining 
processes, reforming, re-cracking and so on, that is one 
way and the other is adding lead. 

THe CHAT itwiN: Yes. I certainly had the 
impression from what the ithyl people said that you 
couldn't get the same remlts in a high compression 
engine from a gasoline vhat is net leaded even although 
it is of a higher octane. 

uke FRAWLEY; Oh no. 

THa Ci A TRMAN : You say that is not a 
right impression? 

wise FRAWLEY: No, that is a wrong in- 
pressione There is a company in the United States, the 
Sun Oil Company, with a very wide distribution, a very 
large company, and they have no ithyl products, and then 


the Shell Company in large part I think, I think scme of 


the Shell Gasoline is now leaded but in large part I under- 


stand it is not. 

MRe MeLTABARGIN ; That is only on the qQ brand. 
Mie FRAWLEY: ve are speaking of q brand 
nowe I think you can never get that high octane that is 


present in Ethyl gasolines without lead. 


THe CHATRMAN: That is what I am thinking 
aboute ; 
wR « FRAWLEY: | We are only talking, that is 


why we are talking about regular gascline- ‘You cannot 
draw the line there, lir. Trimble is not in the premium 


gascline business at all. 


THs CHA TNWAN: The only line you can draw 
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is that the Ethyl Corporation is more particular about 
the specifications for gasoline before the lead isa 
added and is that not all, the difference between 
Ethyl and what you call leaded gasoline, is that not all 
the difference? 
luke FRAWLEY: No. The base stock is 
there, you aGd sc much lead aud you get regular gas- 
oline and you add more lead and you get iithyl gasoline. 
There is nothing wrong with that. 
THE CHAIRMAN: Plue your conforming to 
much more stringent Kthyl Company requirements with 
respect to the balame of your products other than 
leaded. 
MRe PLOTKINS: You see the distinction, 
Wir.o Frawley, is this, that becaure of the limitations 
the base stock of the premium gasoline must be of a much 
better quality.» 
MRe FRAWLEY: Yes but frankly Io was not 
eoncerned with this premium product at all. iir. Trimble 
does not deal with that. I was going to say he does not 
know anything abvuut it but anyune he does not deal with 
that and it eee not enter into the picture but he does 
bring in regular gasoline which competes with my friend's 
Three~Star ane Nevr-Nox. 
THE CHALRMAN: I am sorry to interrupt you 
but you have been speaking about grading cuite recently 
and it was going through my mind if anything 1s to be done 
about that, whether there should not be a marked distine- 

Sion between leaded and non-leaded gasclines and that is 


why I usked the witness's attention be drawn to it. 
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MRe PLOTKINS; There is this fact, that 
the Ethyl Corporation insist on the plate which saya 
"Phis product is leaded." Now that is the only dis- 
tinction. 

Me FRAWLEY: That is because the 
surgeon General of the United States says it is neces- 
sary for health's sake and that is all. 

THe CHATRMAN; Well all right. 

litte PLOT KINS ; Would the proper question 
to lire Trimble be this, does this product of the grade A 
effectively compete with standard gasoline of any other 
refinery or brands in Alberta? 

=~ think so. We think it is fully as good a gas. 

It does, so therefore it is competitive? 

Oh, we are not gus experts but whem we have the choice 
to put it in our ows trucks we take the non-leaded 
gasoline with the same octane. 

wine FRAWLEY: Now I do not know that 
there is any use of pursuing this further---- 

THE Cia Thuis: Pardon me once more and 

I will not bother you further. Grade A, do I understand 


it is the same, you compare it with Three-btar? 


WR. FRAWLEY: YeSe 
THE CHA TRAN: '" and is it also the’ same 


as the Q brand of which we have heara? 

Mite PRAVLIY: The Three-Star is the Q 
brand, all the Q brands,I think you might saye 

TH CHALRAN: All right, thank you, 
WR. FRAWLEY: By the way, speaking 


about this,I asked you to get from the refinery the 
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124 
specifications of these gasolines. Perhaps you have 
that here and it will save all this discussion? 

A I have not got it as a matter of fact. 

Q You have not got it? 


A Probably I did get them one time but I have nnt got 
them with me but this gasoline sells on the American 


ilarket as Svandard gasoline so far as that is concerned. 


Q LT am not question'ng it but I would like to complete the 
record? 

fi I can get them ani give them to you. 

@ L wish you would? 


A Ai ele hte 
Q Now what do you sey, have you anything more to say with 
regard to the suggestion made that you are bringing that 


gasoline in in violation of the Dominion Customs Reg- 


ulations? 
i Well I would say further that there are several re- 

fineries selling these gasolines in iiontana to their 

farmers there. if they go to the refinery, just as 


Gheap by the lcad as we are buying it, that is what we 


call Straight Run Gesoline. These small refineries 
are selling that a6 5 cents, the same as I gan buy in 
quantitics. 

% Let me put this information to you, because it is very 
much in point, sir. Dempsey, the British American's 
witness, said the information he got on the Sth , oth 
and 7th of June of this year was that the Cutbank Re- 
fining Company wan selling Serene Run, that is the 


third-structure gasoline, the North West kKefining 
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Coflpany rat her->--- 
Oh yes. 

At Cutbank, was selling to the farmers bLquit yz Co- 
operative at Brady, iiontana, Third+Structure Gasoline 
at 8.5 cents, U. S. gallone? 

Was it delivered at Brady? 

F.O0.B. Brady? 

Well I do not know what the cost would be on getting it 
from Cutbank to Brady at all. That would not be any 
comparison. | 
That is your answer to that, and that the Home Kefining 
Company in Conrad. i.pntana, was selling Third-Structure 
gasoline to the Farners Co-cperative Oll Supply Company 
at Conrad, hiontanm at 9.5 cents, F.O.B. Conrad? 

They were selling it at Conrad. 

They were selling it F.0,8, Conrad to this Co-operative 
at 9.5 cents, wht do you say about that? 

Where is this refined. is the Conrad plant running this 
year? 

That is the information which tir. Dempey gave, buying 
fron the Homie Kefining Company, Conrad, the price is 
F.0.B. Conrad, 9$ cents for Third-Streture gasoline? 

I do not know what they are selling it for. I know IL 
did not go as fur down as Conrad when I made these in- 
quiries. 

MRe MELPABARGIC: Lay I suggest, the Conrad 
Refinery is not running. It was shipping it from 
Great Falls. 

WITNESS: I went to three or four of 


them, I went to the Hannah Porter just west of Coutts, 
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Sweet Grass, six miles and of course we bought stuff 
there this year and we knew. 
Here is another one now, just attend to this one, Mr. 
Danpsey also said that the Farmers' Rqity Co- 
Operative at Brady, Nontana, was buying fron the North 
West Refining Company at Cutbank, F. 0. Be Brady, 
standard, non-leaded gasoline, that is your product? 
Yess 
1% cents F. O. B- Brady, what is your comment on that? 


Well it would be very cheap. it would be away cheaper 


than our price, would it not? 


Why do you say that? 

It must be something to get it from Cutbank to Brady and 
ours is 10.25 right at the refinery. 

I think I have covered everything I wishe I will turn 
the witness over tc my learned friend.; however, there 

is just one more thing, iire Trimble, we have been told 
and it might have a bearing upon this matter, that the 
alberta farmer that has nothing but a big truck and so 
empty barrels car go down to the Big West Refinery or 
any other refinery, Montane hefinery and buy at refinery 
door prices, so long as they know that he is from Canada 
and he is going to take it back into Canada, but th t the 
Montana farmer, trying to do the same thing ex ctly, go 
to the refinery door and buy at the refinery door prices 
would be refused any such prices, now what do you say 
about that? 

I have gone to several of the refineries there. Now the 
refinery we deal with, the farmer cannot truck it away 


from there in tne ptates because they have an agreement 
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that there will be ro trucking. Their stuff will all 

go Over the railwy. They sell what they call their 
"bottcaas" te the railways and for that reason they do 
not allow trucking; the same with the Texaco I believe 
in the United Stetes does not truck anything either and 
for that reason. In return for that the Texaco get a 

lot of lubricating oil from the railways, that is the 
reason why they do not allew trucking but where they 
allow trucking, several refineries I visited in Montana 
to find out this very thing, they did not make any dif- 
SEVERE whether you came from Florida or whether you cane 
frem the ijrtic Circle or whether you were an American or 
&@ Canadian or note The American farmer buys his gas at 
the same price as the Canudian farmer and he has no duty 
or sales tax to pay on ity, and I will give you the re- 
fineries I visited, Hannah Porter, just West of Sweet 
Grass and then there is another refinery Kast of Kevin, 
Bast of the Big West, I forget the name of it now. 

Q Oilmont? 

A No, I didn't go into Oilmont but you will them the same, 
this ifs one south of Oilmont and another in Selby, a 
nice little refinery there, they make no difference at 
all, never ask where you come from. | 


How about the Big West? 


ss They camot truck stuff there as I told youe 
a There is a difference there? 
“A There is no trucking allowed in the States because they 


sell their bottoms to the railways. 
Q Yess Now then tell me this, a Canadian, just following 


up what you said, a Canadian farmer going down to buy, 
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oh just a steke truck load of products in barrels and 
he wanted this third-structure gasoline, what would he 
pay at the refinery as against your 5 cents? 


I think about a cent and a half more, I think that is 


L Unt ak JS6s 

And what would he pay for the products you pay Tcents 
for? 
Gs. 

And distillate he would pay? 

Woll he would puy at least a cent and a half more. 

ind what you say is, you get these prices because you 
go down there ard you say "I want to do a million gal- 
lons worth of business and I want « price"? 

Yes. 

And you say there are other people in Montana dcing 
business comparable with yours und they get as good a 
price as you do or better? 

In the United States, that is it. They sell all kinds 
of gasoline outside of iiontana. 

You do not know that they get any better but you are 
satisfied they get as good a price as yours? 

Yes, they get a better ou the grade A- 

Did you say that other people paid less than 7 cents? 
Yes, I believe so. I believe there is all kinds of 
gasoline from Big West and othor refineries selling 
for less than 7 cents. Take the gasoline the Govern 


ment of hiontana is buying, have you had any of those 


reports. 
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I have looked at them, Mr. Trimble? 

They are not paying that much for thoir gasoline. 
Why have you not-+«=-+ 

Getting it on bid. 

Why have you nut gone back and complained, I suppose 
it is just business, you have not gone back to cry 


about your bargain , you still pay 7? cents? 


YeBe 
MR. FRAWLEY: That is all. 
THE CHATHMAN: Any guesticns? 


wike PLOTKINS: I would like t» ask Mr. 
Trimble a question ur two. | 
THE CHAIRMAN: All right. 

WiRe PLOTKINS: Mr. Trimble, can you 
tell us the »nrige, the average price inthe Lethbridge 
district? 

Our average price? 

The average aeller’s price of your grade A» 

Wo, I will not attempt to get down tn details of wnat 
we get here and there, I am giving yeu the general 
average. 

So the general average dues not mean very much when it 
Gomes to any particular point? 

You understand Mr. Plotkins, Co-operatives buy much 
cheaper. 

True? 

dnd other big people buy much cheaper and if a man 
comes along for instance and wants one of our hig 
customers bad enough t>% put it dow. a quarter of a 


cent we will drop it down a quarter of a cent too to 


ei 
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meet that competition tut the dctual price, they may 
tell you the best price but that is not what gasoline 
is selling for. I am giving you the average from our 
books, what we cold it for in May and June. 

Mre Trimble, I am not quarrelling with you? 
Yes, you understand me. 

You have @ definite price to somebody in Lethbridge? 

I do not know--~= 

hat is that? 

I de not know what price that pump is paying us there. 
The farmer? 

Wo, I have not got it here with me and I do not know. 
MR. FRAWLEY: 13% cents? 

bRe PLOTKINS: ; F.O.Be the Lethbridge 
district but the farmer. 

MR. FRAWLEY: The farmer put into his 
barrel, a little better than 13% cents and if he ia 
buying in tank waggon quantities a little cheaper than 


half a cent leas. 


WAJOR LIPSETT: That 134 cents is the 
average. 
siRe PLOTKINS: No, but being specific 


Mrs Trimble said that his price to a farmer in the 
Lethbridge district would be a little more than 13% 
cents and a good way to find that out, we would have to 
get down to cases? 


Yese 


We would either have te bring your son fran Lethbridge 


or bring a farmer from Lethbridge to see in fact what 
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he pays you? 

YES. 

But you are satisfied it is a little more than 132 
cents? 

it would be on an average, you understand. 13+ gents 
is the average of 150 miles haul and the further we 
heul the more is ia going to cost. 

Supposing we brought Mr» Brown. a customer? 

Yes. 

Kight out at his varm and brought him into this wit- 
ness box, he woul¢ not be paying the average, he would 
have a price? 

Yes, but I have not got any of those specific casea. 
The average would inciude a 40 mile haul as well as a 
150 mile haul? 

Y@a. 

It is only an average? 

That is the average price and that is all I am giving to 
you today. 

Bo you cannot give us your definite figures? 

NO» 

What is the average purchase price, we have it, it is 10s, 


ig it, the average purchase price on Grade A gascline is 


Now what is your average selling price? 

wie FRAWLEY: Exclusive of hauling. 

Lea? 

Exelusive of healing, I cannot give you that at all, oh 


yes, IE gave you that, not including hauling yes. 
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Q 10.425---- 

di I gave you the average selling price. 

Q, Never mind the average selling price, including hauling? 
A et, 186 106620» 

Q So we have the gross price? 


A Take off your average 1.74 as I gave you for hauling. 


(Go tc number 13,462) 
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H. M. Trimble 

Q 10,e52¢ is your cost. There is no dispute that 
Grade & costs you thet? 

A Yes. 

Q You sey thet your averege selling price for the same 


gredse product delivered is 15.25¢? 


A Yes, 

2 Whet do you sey your average expense was for selling? 
A For Heuling, trucking? 

Q No fer gelling? 

A I was assuming it would be eround i¢. 

Q Vnet is your averege cost of trucking? 

A 1 T4D¢ , 

Q And that selling end trucking ineclujes everything thet 


you do outside cf administration? 


A Thet would include our office exp nse, 

Q Oh it includes office expense, 

4A Sure, that is whet thet $¢ is for. You are getting at the 
net price and thet is it. It leaves about a eent net 
does it not, 

Q How do you arrive et the #¢? On whet basis? Is that e 
guess? 

A I am not definite on thet, 

2 You do not know for sure whether it sosts you #¢ or 
whether it eosts you l¢? 

A No. As a friend of mine ssid not to vulger fractions. 
t heve mot sot it thet fane et 211i, 

A) You do not know wnether your profits are derived from 
the gasoline business or the other business? 

A Yes I heve been in business too long to keep in @ bus- 


iness that is not paying. 
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H. M. Trimble 


Q Unless you have all the figures to show what your 


costs ere how can you tell? 


A I know roughly it would be 4¢. 
Q You mean you neve se good idea? 
A Absolutely. That is all I cen téll you it coets to 


run the office and the expenses of a car in the country. 


MR. COMMISSION TR LIPSETT: That only seems to Leave 
you 2¢ ? 
A Parva ner get “het; 


The figures you give seem to only leave you #¢ per gal- 
Lon? pro rit ? 

A About ao Cent FL think. 
Mr Poo INS It figures out exactly at 
aeeeto Mede Up Of 1.745 for trucking and half a cent for 
administretion? 

A Yes. 

Q Ana the’ spread between your cost at 10.252 and your 


everece scblineg price of La.2e5 7? 


A too es reve 1G here 2.25¢. 

Q Poe ee correcy. YOuUr cost price is 10.25e% 

A Se eee COTreCct . 

Q fe vf. correc: that your average selling price is 
13.250? | 

A That leaves 37. 

Q Yes that leaves S$¢, that is right? 

A Yes that is rient. 

Q And cost of SiN sete i ae selling is s¢ and the 
twit hts hada t ie te /oo0.' 1 Would not Teave a een. 

A Thet meens 2¢. 

Q Is it not reasonable to say beceuse you are engeged 


in other activities and to a great extent in other 
activities that you do in fact allocate your selling 
and administration expenses arbitrarily? 


f, No I would not say thet. 
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How would you say the opposite then? How cen you say 


av) 


thet you definitely have a cost of 4¢ unless you were 


running it separately? 


In the first place the expenses at Lethbridge, two-thirds 


would be in connection with gasoline. 

Ona LS.OnLyY Ban arbitrary division? 

Well roughly. 

A rough arbitrary division? So thet you could carry 
60 even though there were no, prefits, you. could 

carry on your ectivities out of your other gross mar- 
gins? 

If there was no gréin business? 

No. If there were é grain business and if yeu continued 
yYOur present ectivities in the gréin business end con- 
ditions were such thet you had to; instead of getting 
a o¢@ spread Ostween your cost and your average returns, 
you had it down to 24¢ and did not allow anything for 
selling and administration you could still carry on? 
Well we would not likely do. we would be looking for 
something else. 

Thu te erue you could: still cerry on. You would b¢e in 
@ financial position to carry on? 

State that again. What is your assumption? How much 
profit would we have? 

I am not worrying apout profit., ALL Lem. seying is 
this, beceuse you ere engaged in the grein business 
and you use your trucks in the grein business as well 
6S in. the oil business? 


ALL vighbt. 
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Q And because the same set of men handle the grain busin- 
ess as well as the oil business if tomorrow the prices 
were increased by the Big west from 10.25 to 10.75 - 
and probably they ars due to this exchange - you would 


not discontinue operetions? 


A NO we would raise the price to the fermer. 

Q But suppose competition would not let you? 

A Them we Will quit. 

Q Can vous ouia. would iyou just quit? 

A If we were not meking any money what is the use of worry- 
ing. 

QP ACoev Ou Li tiiet position thet you could just’ let it 
down? 

A I think we did reise the price to the farmers since 
the -exchanrs Went up. 

A) Nowrin regerd to these drums. The Commission is anxious 
to get as imuch informetion as possible on these drums. 
There is a4 distinction that you do make between a light 
drum end e heevy drum? 

a Yes certeinly. 

2 There 1S @ law on the Stetute Books of this country of 
Canada where we cennot ship by railroad a light drum 
frp or eacoline or any Light petroleum derivatives? 

A Freked with gasoline yes. 

Q Yes you know thet? 

A Nomoto now thet ido. “L never tried it. 

4) One “type of drum, the heavy barrel is’ called thse I.C.C. 


y 


drum and the reeson it is called bie soc.) Chum, ws 
it Originsted in the States and the Inter-State Com- 
merce Commission type. In other words in the United 
states the Inter-state Commerce Commission decreed 


tiete i book a certain drum of ea certain weight 


Bndweo morhh an order to ship gasoline by railroad 
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andthe resson for it was thet it nad to- bé neavy 
enough to stand the traffic and rough*hendling that 
it would get on the railroad. You know thet do you? 
Well I do not know. I do not know whet you ere d@riv- 
inmguat. “<1 o not know the facts. I donot know 
whet you ere driving et. If you will ask a question 
I will enswer you. 

These light drums, will the reilroad accept them ? 
Empty. 

Filled with e@ssoline. 

I never tried to ship them full of gasoline, heavy 
OCU eurfirunms, ac Ter °as thet is concerned. = do 
not know. 

Hoo hegeror7o prices in the south country, is it 
not a fact Mr. Trimble, that the tank wagon, the 
Duvelshed tenk wegon of the Impsriel Oil is the 
Deteoe ssi Waieh business moves in the mein? 

in) couthern Alberta. 

Tn southern Alberta? 

NG, cecidedly not. 

Tomes your Opinion’ it is only whers they have to 
meet competition that the price is actuelly dropped? 
No. 

You belisve then thet the farmer shall we sey in the 
Taber district coming he to the Imperici Oi] bulk stetion 
and buying one drum of third erede gasoline does not 
pay --— 

Now thet wuld teke a lot of these single drums to 
make the bulk of the business. I do not Know whet 
they pey for e drum. whet I am getting et is wart 
the fermer is paying out on his ferm. 

What you meen is that the Imoerial and the British 
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and so forth have to meet the type of competition 
you heve creeted. In other words in order to retain 
or Keep their share of the business of that type of 
fermen Who is able to buy in truck loads or part 
truck loads? 
I think it was created before we ever started there, 
However, I *dmii it is the American ges that is putting 
the farmers gas down in that country. 
True end what the Line companies ere doing, they ere 
only disturbing their published tank wagon prices 
where conditions sre such thet they have to meet 
somebody else's compstition? 
Yes, I find thet in Saskatchewan they will keep their 
Prucessup cnly where there is competition. 
So thet tne true facts are thet only where there is 


competition from you or somebody Lliks you, or other 


peop Le == 

Me. FRAWLIY: OP SOs 

Map PeOTRINS 3 we are not in the south 
COUNTY. 


The compenies legitimately meet thet competition? 
Sure « 


So thst the tank wegon is the price at which the aver- 


ee) 


gage fermer, Suying one drum or more, pays to the local 


te desnoty know thet. I won't.enswer thet es I do not 
know it. 

Woeat definite. basis of prices do you follow in the 
district. How do you errive at your selling price? 
Tmcennot tellevousthet.. Jaeve nobebésen in thet bus< 
iness myself et all. I run the Saskatchewan business. 


Is there a definite besis? Do you know if your organ- 
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ization calculates and arrives at se definite selling 
Wrice Por eny Liven dietrict? 

This wes just generel. 

No I do not meen generelly. You do not sell gas gener- 
ally you sell it et e given spot to a given party and 

in @ given quentity. Hasn't your orgsnizetion calculat- 
ed what you are prepared to give instructions to your 
men to sell at? 

No we would have to insvect our books, I am sorry, in 
Lethoridges, to get thet. whet they are prepared to sell 
Ou. 2. QevG Nothing tc do with the retail business. t 
cannot tell you. I 6m just giving you the priaes it 

wes sold at in the two big months of Mey and June. 

You, #8 bead of ths organization, do not enter inte with 
Accountentcy With your Sons and other people interest- 
6G 6O arrive |i a selling price al @ given polLaty 

No. 

You just leave that to them? 

Yes. 

Now owing to the fact that you are in thse grain business 
does it not geive you an edvantags in dsaling with that 
particular type of farmer. what I mesn is do you advance 
money 8s against grain purchases, that would facilitate 
the sale of gasoline to that particular farmer? 

Very Little, practically none. 


You eré in a position to do that? 


Just enswering thet question, we did load about one hundred 


thousand bushels of grain in the district we were selling 
gesoline but both my boys today are in and around Drum- 
heller, Acme and Three Hills buying grain. wWe have not 
a truck of our own drawing grein. They are all drawing 


gesoline. 
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In the main you do not advence money for the farmer to 
buy gasoline from you? 

No we advence less money for grain than any other track 
buyer thet I know of. We do not meke a practice of that. 
But do you give them gssoline as against future grain 
geliverics? 

¥ee we heve done that, 

And in effect it emounts to the same thing? 

Yes we give credit. 

Yos? 

Yes but we would give credit if we did not get the grain, 
to the right kind of farmer. 

DO souearry Pip Over until the nex sprine? 

We do not aim to carry a man over the summer at all. 

But you are prepared to deliver gasoline, whatever he 
wants and wait until ais crop is threehned and take de- 
livery of the wheet? 

Net Of eccount of his grain. I do not consider 6 ten 
hes erein until Lt is in the shock or in the bin. 

Pua You. €ive him ges before it is in the bin? 

Not aif J do not think he is the kind of man: who wowld 
bey fore if he otd not get nis grain, 

Tia feet are in wuiy when he is ready to cut Bie crcn, 
if he is a responsible perty end you have had experience 
With him before? 

Yes we will give him credit. 

You will give him ell the. gas and oil he needs and weit 
jae hve 2reinm ie threshed? 

We give him credit. Very lLittls compered with other 
companies. 


MWe. Ri Lets Mr,. Urimble.,. have you hed any . 
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aeelings with the Customs Department. Has any Customs 
official come to you and questioned your imports at all? 
A No. I have talked with them myself when I have been go- 


ing through there. 


Q Whet seems to be the situation as to whether you are or 
ars not breeking the law? 

A Well I do not think thst ever came up, because he is not 
in @ position to know. I do not know that he ever goes 
down and investigates wnat these compenies ere selling 
for to other people. Of course I do not know whether 
he does or not you understand. 

Q He takes your invoices and passes your invoices. 

A Absolutely. 

Q Your invoice shows in one eolumn whet you cctuslly pey 
and then it shows the fair price for home consumption 
does it not? 

A Y6e. 

Q And they slweys have the seme figures and are always the 
seme priceg The invoices ere made up in the R3sfinery? 

A Yes made up by the Refinery. 

Q So the Customs man et Coutts he is taking the word of 
the Montana Refinery that he is selling to you et a fair, 
the price «t which he is selling to you is the feir price 
for home consumption? 

A I think so. I think he would nave to do thet with pretty 
near eny goods thet comss to the line. | 

Q You heve never hed any Inspectors come out and look at 
your books . 

A No. 

Q And accuse you or investigates you from the standpoint 


of dumping duties? 


4A No. 
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You say a million and a half you expect to deal in this 
yeer, “Can you divide thes up into eredse A snd streieht 


run gasoline and tie tractor distillsete? 


We do not hendle es much grade & es other people beceuse 


ours is farmer business, we would hendle more straight 
run then anythine. 


MHAG ie your Bie pro duet? 


r 


es. 
whet would you say out of a million end ae half your 
stréeient run would 06? 

In Sasketchswen I would say 65% would be straight run, 
Tt may not be thet much. It would be 60% or more. 

And of the rest grede A would be whet pert of the 
POriLy per seni? : 

Grade A is’ about = it is now used in high compression 
trectors out as I told you we heve no filling station 
ema consequcntiiy we do not use the grade A thet other 
people do. And we do not Sell much distillete, 

Mee re AV EY? it is really impossible 
to break down tnet million end a helf gallons into the 
bares provucts? 

it would +é hard: Well I @muld you understand if 1 
would go home to my books. I muld break down my 
Seasksatchewen in five minutes. It all shows in my 
books. 

You have given us your figures as far es prices and 
G6umtities for 1939. Have you @6% them for 1936? 
No. eve Ot, 

T wonder if we could obtein those, because after all 
they are the figures thet ere compareble with other fig- 


ures that beve been used by the inguiry. 


as 
| 


hMalntie et ae o) bind ripe. bs pee int ar rhe 7 
abe Wake me 8 
| brs ia AP abo a a Hr i. 
icy Hae aw tis Oe Bae ee ae e 
: Kae DSS Roe eat ote | 
ih lye i@ed ai bli, Waly a eee eae ae 
| oS: Goh vere 
‘die 40 ood eo tanee en. ieee eT oar Ses eas .% 
id tn koi res GP ae cae Oe 
iss : th $ ory vat a 
ii ti i} ee ay ©oe ei 7 o Judes wt rs ‘ 
ia ated We Wen ‘et at Fae Fa aenri —_ 
tae kh ‘a ie) Gal Ba ft ‘ak ee ¢3 ter’, hg ti sirde te Spay . 7 
“9D tile Te Se See metic Sidhe | 
tedaent dtiewt aeon gata: =, 
et hr EdGhoS ae we ee ‘iki ‘arti fie bad 


‘iain Sis eh Bip ee “nad aes 


“aw ¥ witty. AT a ie “i i Catath shataca 
= Ho *s , ay - ; - 8 7 : 
a en a 


RAS | 


oy , 
- ‘ =) 
Z 


Vi aebiae! gh ay wis 
Miki mt, toes 


ier 


ll 

H. M. Trimble n1g,472- 

A Whet figures would you like. 

Q I would like the quantity imported of each of the 
products. 

A For ell our imports, Sasketchewan and Alberta both? 

A) Yes for 1938, and then agein divided into Saskatchewan 
and Alberta. 

A 1938 and how much went to each Province. 

A} Yes, and eech product. 
MR. FRAWLEY: Les mé put on the record 
some information contained in a letter from Mr. Trimble 
dated the Vth of January 1939. On thet date you advis- 
6d mé thet thé total gallons of geso line Rendled in 
1937 -- 

A That would not be a fair comparison. It should b3 
later than thet. 
MR. HARVEY: > waet products were you 
dealing in in 1938. 

A The same products. 

A) Wheat were the prices? 

A I cannot tell you thet. 

) You could supply that? 

A i Gouid #et it, yess 

Q And you will? Now in 1939 you made your agreement for 
the purchase of your product Grom this one rerinery in 
the spring of the year and it is for your entire require- 
ments for the year L950? 

f Yee | 

2 And was on the besis of 7¢ for grade A end oy for streight 
run and 44¢ for such distillete you do buy. Did you buy 
from the same refinery in 1938? 

A From the seme Refinery? 
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I believe we bought some from ths Home Oil that 

year too. 

Did you have any contrect with any Refinery? 

VNith the Home Oil. We did but I would not be sure 
Whether it was 1937 or 1938. 

You could give thet informetion to Mr. Frewley? 

Yes, 

In other words I would like the same informetion for 
1938 that you have been good encugh to give it for 
1959. Did you have a contract with any other then Home 
Oil during 1938? 

No. The Home Oil Company. We had @ contract once with 
the Cutbank but they ren out of supplies. Thet is the 
time we went to the Home Jil. 

Did you deal with the Big west in 1936 to any extent. 


> 


we did some but I would not say all through 1938. we 


D 


were dealing with them the latter part of 1966 I am 
sure. 

Did you have any similer arrangement with them in 1938? 
A gentlemens agreement et that time. 

Whet were the terms of thet egreement,. 

I cannot tell you I will have to give you thet later, 
You will give us thet? 

Yee; 

£s IT understend it you sey thet, we will cepeek of 
Grade A end your dealings with the Big west for the 
1939. In the first instence your contract price wes 
79 

Yes, 

F;0.Be their refinery? 

Yes. 

And just for the purposes of the record where is their 


Refinery, right in Kevin. 
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Right in Kevin. 

You also say that it is possible to get the information 
thet thet company has been in the practice of selling 
to other purchasers for Monteans consumption at less 
than 7¢? 

I believe that, for United Stetes consumption. 

Y6Se Can you give us any illustretions? 

No. 

Would you be able to supply that. Can you give us any 
information? 

I would not say thet. 

What makes you think thet is the case then? 

WELlt Ghee Svkaeiee £ have had all summer, off on on, if 
VOU Understand me; if you have your sears open you find 
out things. 

You mentioned they were panei Wiy selling lower than that 
to the state of Montana? 

NO 7] dO HOt Think théy are getting any of thets Other 
Gompanisse are below them. Not lately, they might have 
at one time. 

Whet type of purchaser do you think it is thet buys at 
less than 7¢. 

Any big purchaser who handles a lot of gesoline,. 

A purchaser with e million gellons would be considered 
6 big purcheser? 

Well it mient not require a quarter of that. He might 
be able to buy one hundred thousand gallons. 

Have you ever tried to buy et less than 7¢ from then? 
No. 

You are a pretty shrewd buyer Mr. Trimble? 

I expect if you let me run next yeer end crude does not go’ 


up that I will beceuse I think I pay e little too much for 
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that product. 
Is there any such thing as a quantity discount? 
Discount. 
Yoo? 
Not to me. Our price is straight and no discount. 
Why cid you more or less contract for one million 
Bationes if you did not hava to invordéreto est that 
price’? 
Why did I? 
yes. 
Ons would néturally expect to get a price if we con- 
tract enough end we expect to be supplied with the 
etuff when we need its. On two occesions when we did 
not have a definite gentlemens agreement they ren out 
Ofvevwult gnd we had to hunt for stuff in the midda@dke 
of the seeson. 
Peis Patner to get an assurances of supplies? 
Toa “2enome ble Lem and the Other Isre bSemier), pricey 
You Mave’ never contemplated, end never diréotly\or, in- 
directly received anything that would reduce that price 
OLN G2 
No, not if we took two million gallons, there would not 
be any reduction, 
But do. you get any services or any bonus, 
Wey, Thev is’ elk definite. 
You say thet you do anticipate thet the coming yeer you 
might do better? 
a twink We should do better. There is another thing 1 
Soeuld mention. we should reelly) buy our fasoline 
cheaper then @ similar man in the United States, because 
they keep the trevellers out to sell him his gas ali the 
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up the gas and we pay the money. In the other case 
they have men out on the road all the time and it is 
eosting them some money. 

When will you be able to give us this information Mr. 
Trimble? How soon? 

Well the Lethbridge information is in the office in 
Lethbridge. The Saskatchewan information I can give 
you this pehernoons 

You could have the whole thing say by maybe the begin- 
nine of the week? 

We have a ledger here too thet might have last years 
sales im, Oh yes the middle of next week 

By the beginning of next week? 

I think so, 

MR. HARViY: Mr. Chairman, I would 
like to have thet information before I continue on 
that., 

THE CHAIRMAN: You want Mr. Trimble to 
come back? 

MR. HARVEY: Well if he supplied 24 
to Mr. Frawley and if I have it there may be no examination 
Wi Dae cpectrhol it,7 . li eannot tel? ttl Insc5evi tu 

MR, FRAWL2Y: You mean the 1948 prices? 
MR. HARVEY: Yes and the quantities 
and from whom purchased and any contracts or arrange- 
ments. 

MR. FRAWLSY: You could go back and 
duplicate the information you gave us this morning and 
meo the LYS6B Ti gures? 

Ves ; 

THE CHAIRMZN: You had better arrange 


concretely to have it at a certain time. 
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Mr. SReWLSY * You could do it right 
away? 
. 

£ If we hed the informetion in this office - but I may have 
to get some informetion from Lethbridge. It wontt 
take lone. 

a) We would like it the first part of the week. 

A WELi TaiSs is Friday, yes. 
Meg Ure RV EY 3 Have you ever hed any 
dealings with the Treasure Stete Refinery at Shelby? 

A No. 

6) The Cutbank Refining Company? 

£ That is one of the compenies I went and asked about 
the prices to the American farmer and the Canadian 
and they said it made no,.difference. 

2 That is the Treasure State? 

A Yes: 

Q Have you hed any déeslings with ths Cutbenk Refining 
Company. 

A Yes. We buy some stuff from them now, 

Q Se your Contract With the Big West is not en exclus=- 
ive contract at all? 

A No. We are not buying any straight run or grade A from 
them, 

9) You are buying what? 

A Diesel Tuels 

Q The Big west ere not in a position to supply th: t to 
you? 

A Not at the price we cen buy it other places. 

2 The Hannah Porter Company? 

A Yes we deelt with them. 

Q This year? And with Home? 
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H. M. Trimble 
Q None this yeer? 
A No. 
Q And if you bought eny from any of these companies or 


any others in 1958 you will let us have that in- 


formation? 


A Yes. 
Q The t is alls 
MR. NOLAN: Mey Tl esk Mr. iramble 


a Question? Under your system of distribution you have no 
bulk stetion? 
A We heve & bulk Btation at Coutts, at the line for stor- 


eagee purposes. 


Q Is it taken out of the trucks and put into storage at 
Coutts and then re-losded? 

A Sometimes. 

Q But usually it just comes through in the truck? 

A #eross tae line, The line is only cpen from Y o.clock 
to half past four. 
yes. 

A And for thst reason and to facilitate the handling of 
the Stufr end to work the trucks nights we have a bulk 
station at Coutts. 

Q But the bulk of your business is dons by moving the 
trucks. up from the Refinery in Montana to the farmers 
farm? 

£ yes. 

Q They keep on the move until delivery cen be mede to the 
fermer? 

a Yes the bulk of this £Llberta business does, 

2 Alberta I mean. Do kniee stop along the roed and go to 


a farmer and sse him. 
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A No they will deliver one load in a acer eee We do not 
have any small accounts, Probably four would be the 
most thet would take a truck load. 

Four farmers? 
Four cuctomers., We would not go there till be had a load 
close together. 

2 When you ssy you are in the grain business what do you 
do? You haul grain do you? 

A We haul grain and hendle it much the same as this gas- 
Oline. We teke it from the farmer and put it on the 
platform, not through an elevator. Il have been in 
this kind of business since I practiced law, Your 
Lordship. = 6m no friend of the big companies but I 
heave soma farmer Triends, That is thé neture of our 
€rain business, We teke it from the ments yerd and put 
it into the car. 

Q po you buy grain from the farmer. 

& Yes most of the time. Sometimes he consigns it but we 
buy it the bulk of the time. 

THH CHATRMAN : Anything morse for Mr, 
Trimble? Now Mr. Trimble you will return on Monday 
with these figures. 

A I will try and get them maybe before thet. 


MR, FPRAWLAYs Monday will be soon enough 
+ubek you. Now we have nothing this afternoon Mr. 
Chairmen. Before we adjourn may I just have another 
look at my material? Yes that is quite right. 

IT will heve to ask you to edjourn till Mondey. 

THE CHAIRMAN: All right, Monday morn- 


ing. 


( At this stage the heering was adjourned until 10.30 A.M. 


25th September, 1939.) 
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EXHIBIT 614 
bite soavolecos, preduced by the withess 
SOStoocwwsnowing purchascs of 
PoDrOPeuMmerOUuC ToL PON TAMA , + . ss s tas sy ey, 


Pate O15 
, Statutory Declaration of Hubert 
iit to Oc euie, MS LGD NST) | AMLer 19 om 
CLivGompiny Pe Montane prices with 
COCUMSNES QGTUCHECC 6. ie ces tis ee se ee eee «13, 500 


EXHIBIT 616 

“Memorandum prepared by Peat, 

Merwick, Mitchcll & Company, 

Clare red ACCOUDTANUS), 7G. Une 

Momo eGomonny or Canada, Lormeriy 
Porcini bit 2" for i dentiitets 
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BAHIBIT 617 

British amerie:.n Gil Coma:ny's Bricf, 

Volume 4, presented by the witness 

Pst otiee lh DOI ier. sanel ytave lara ip's 0 4 Saisie ors woe aki ere eis at en ite 
EXHIBIT 618 

Map showing the present wholesale 

Gistrivution in the Provyinec of 
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SMUTBIT 619 
. mip showing the refinery 2nd whole- 
ele €iciviputieon in the.State .of 
sien together with posted tank 
Waggon and retail prices, produced, by 
Pe Ae ee ML OLE ame nies ola nos leceipie et sin ee 


EXHIBIT 620 
Statement produced by the witness 
Keowee eiiler, daved at Butte, Montana, 
showing prices of “etroleum Products 
at key points in the State of Jontena.....135,8%e 


HXAIBIT 6c. 
platemncnt produced by the witness 
Aevie 2 wiier, showing service station 
posted retail prices in) pointe in 
Monbena ouvteined from July ith, to 
a OK Wiel) OS 207 als. ssiative cui's ieee satay 06019 6-8 62g peel Ol @ 


EXHIBIT 620 
Montana - jaa ae lene “witness 
Ae Hie eM UY plata ta Catal ghs we tie'ts ie Vala ale a aca soon e oe Min eg oe Oo 


EXHIBIT 623 
statement produced by the witness 
fo ie Ti dier, showing iIrelshi- rates per 
wine gallon from.base points to key 
destinations in the State of Montana......13, 580 


EXHIBIT 624 
Statement produced by the witness 
AH. Milier, showing the gallonage 
handled by all companies operating in 
the State of Lontana for the ye ars, 1997, 
1968, with percentages and the details 
Oise ec iec CMOS. «+ suing « cebu me a cia Op oe 
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10:30 A»sM. Session. 
26th September, 1939. 
=~ 13,480 .- 


MRe FRAWLEY: IT am recalling iir. 
Trinble. 
HENRY lie TROUBLE, having 


been recalled, examined by iir. Frawley, said: 


Q Mre Trimble, you are still under oath? 
A Yes. 
Q You were asked to come back to complete sme infor- 


mation which lire Harvie had asked you for amd some which 
I had asked you for myself? 

A Yes. 

Q I show you a statement signed by you dated the 25th of 
September, that was Monday, yesterday and it deals with 


your 1938 business? 


A Yese 
Q That is what lire Harvie asked you to get? 
A Yes. 
ike PRAWLEY: i think perhaps it will 


gO in as quickly if I file this statement cnd them reac 
it into the record. JI offer lr. Trimble's statement 
dated the 25th of September. It is called "Further in- 
formation for Royal Commission on gasoline” and it 


deals with 1938 in the main. 


(STATHUENT PRODUCED HERE 
MARKED AS EXHIBIT "610"). 


Mike FRAWLY : The statement reads as 


follows: 
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HemeTrimble 


"He hie Trinble & sons, 


¥ Lisensed Grain iierchants 
Ana 
e Fuel Oil Dealers 


" L25 - 7th Avee North West 

" CALGARY, ALTA. 

’ September 25, 1939. 
“Further Information For Royal Commission on Gasoline 
* Practically all cur imports for 1938 from 
"iontana were from the Home Oil Refining Company at 
"Conrad or Great Falls, the Big West Oil Company, 


"Kevin, or the Cut Bank Refining Company, Cut Bank, 


"ontana. 
= The prices paid were as follows: 
"To the Home Oil, Grade A, Conrad, 7.75 
Grade A, Great Falls 720 
¥ Straight Run, Conrad 
or Great Falls De 
" Distillate, Conrai or 
Great Falls 4.5 


"To the Lig West Oil Company, Kevin 


Grade A, 7. 
Le Straight Run 5.5 
Distillate 525 
"To the Cut Bank Refining Company, Cut Bank 
Straight Run 5.5 
: Di stillate 5 
LM During the year 1958 we imported 771,540 


“gallons at a cost of $66,520.92 or a cost of 
"8,609 per gallon." 


Q That is the average cost per gallon? 


"We sold in Alberta 484,990 gallons for ¢57,753.09 


Nor an average of 11.908 per gallon. The balance, 
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"280,550 gallons was sold in Saskatchewan. 
5 As our Alberta and Saskatchewan purchases 
"were not kept in separate accounts it is Imo a 
"sible for us to say what is the average cost 
"price of the Alberta sold gasoline. It may vary 


"some from the 8.609 our average cost of all our 


"imports. H. Li. Trimble & Sons 
" Per: H. wi. Trimble uf 
Q Now I usked you to get if you could the refinery spec- 


ifications of those gasolines which you told us about so 
fully on Friday last and you have obtained from the re- 
finery these laboratory test sheets which you file? 

A In reply to a telephone message to them that I wanted it 
for the Loyal Commission these were sent to me. 

Q Re FRAWLEY: : oc we file as the next 
Exhibit, inze Chairman, the laboratory test shests of 
Big West Cil Company on Gasoline J. 


(TEST SH&LTS PRODUCED aND 
WARKED HXHIBIT “611"). 


THR CHadiwan: The Big West O11 Company? 
WRe FRAWLEY: Yes, that.is the Big West of 
Kevin, i:ontana, that is the company that iir. Trimble told 
us the other day that he bought practically all of his 
products from and then a similar sheet for Gasoline Door 
Straight nun. 

Whe HARVIs: From the Big West? 

WR. FRAWLEY: Yes, it is all Big West. 


(TEST SHELTS PRODUCED HERE 
WARKED AS EXHIBIT "612")} 


bike FRAWLEY: And a simiiar document for 


Distillate No. 2, that. is:the distillate ycu were speaking 
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to analyse these and compare them. The information is 
not set out in such a way so that it can be compared 
immediately and there may or may not be any questions. 
There is nothing that occurs tn me at the aoment and I 
would just suggest that if, after we have had an op- 
portunity of analysing these, we might be allowed to 


recall the witness. 


THE CHATRMAN: Does iir. Trimble live 

here? 

WHe HARVIE: Yese 

MRe FRAWLEY: Yes, Mr. Trimble lives here. 


lire Harvie knows that he is not in the best of health and 
I know lire Harvie will not trouble him any more than he 
can help.» Iam simply asking that. ir. Trimble has been 
very good to come down when he really might have insisted 
that he was not well enough to come at all, and I would 
just ask iir. Harvie to bear that in mind when he decides 
whether he wants him or not. 

THE CHATRuwAN ; Well when you speak about 
analysing it, ..r.e Harvie, you mean you can go on with it 
this afternoon or what have you in mind? 

WRe HARVIL: Nosy. 2, think nety Dut i 
think I can say this afternoon whether there will te 
any questions or whether there will not be and we can 
then discuss as to when it will be convenient for wr. 
Trimble tc cume back. We have wire willer from Toronto, 
he has already lost a day on account of the delay yester- 
day and we are very anxious to let him get away this 


afternoon. I would therefore like to proceed with that 
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evidence as soon as possible. 

THr CHAIRMAN: Yes, I just wanted to tell 
ist. Trimble when he must ccme back if you want him back. 
ithe FRAWLEY: I think the best way to do 
would be for me to get in touch with him. 

Ti CHATRUAN: You ave going to let us know 
during the day whether you wish him. 

butte HARVIE: Yes. 

wRe FRAWLEY: Thanks, tire Trimble, that 
is all. Nowiir. Harvie has some further evidence to sub- 
mit on behalf of the British American Oil Company. 

ine HARVIE; We are calling Mr. Bostock. 


oeee ee © © 
eeotoeoeesaee 


RUSS#LL FRuDERICK BOSTOCK, 
having been first duly ones examined by lire. Harvie, 
said: 
iure Bostock, you are an employee of the British American 
Oil Company, Limited? 

I alle 

Stationed where?. 

Lethbridge. 

And what are your duties? 

District manager for the British Amerisan O11 Company. 
For that district? 


For the district. 


You have recently made some investigations in connection 
with the purchase of gascline in \iontana? 


Yes I have. 


I hand you five invoices here and you might just look at 
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them. The first oe an invoice from the Farmer's 
Co-op. Vil Sompany, dated the 25th of september, 1939, 
and addressed to ir. F. Meilahan, covering 100 gallons 
of distillate at a price of $6.50 and 50 gallons of 

Q Brand, ef Gas, Q Brand, at a price of $9.25? 

That is right, 

That would be 18% centna? 

Approximately 184 cents. 

Per gallon? 

Yes. 

And the total purchases as indicated by that invoice 
amount tec $15.75? 

Yoese 

And marked “"puid"? 

Yese 

Just give me the history of that---- 

MRe FRAWLEY: You will file the invoice? 
MRe HARV ik: i might state, hirg Chair- 
man, these invoices were only received late last night 
ain we did not have time to photograph them but we will 


have that done and file the usual number of copies. 


THE CHATRMA N: Now you are offering five 
invoices? 
MR. HARVIE: I think we had better deal 


with them separately. 


THH CHA IRUAN: All right. We will number 
them with letters then and keep them in the one Exhibit, 
Fxribit "614". Mr. Frawley, you put in the laboratory 


testa wider three numbers. 


Mire FRAWLEY: Oh yes, there are three, 
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"611i", "612" and "613", three different gasolines, three 
different products. 
THE CHAIRMAN: Yes. I had them down as 
being under une Exhibit number. All right. Now we will 
not make these all Exhihits, they will be Exhibit "614", 
A, Be C. and so on. 

(FIRST INVOICE PRODUCED BY 


WR. HARVIE HERE MAKKED AS 
EXHIBIT "614" (A). 


THE CHALIWiAN: How many have you? 

MRe HARVLE: There are five, 

MR FRAWLEY: 7 Exhibit "614" (B). te. what? 
LR » HARVIE: Is an invoice of the Cutbank 


Refining Company at Cutbank,ijontana, dated the llth of 
SUL vee, for gases sold to the i:ilk River Livestock 


Company, Johnston Ranch, at Cutbank. 


A The Ranch is North of Browning. 
Q MR, FRAWLEY: It is a Montana consumer? 
A That is right, it ig a MOntana consumer. 
Like HARVIE: That will be Exhibit "614" 
(By s 


(INVOICE PRODUCED HERE 
WAKKED AS EXHIBIT "6014" (B). 


WRe HARVIG: Another invoice of A. J. 
Wileox---- 
MR. FRAWLEY: Will you just briefly say 


what was on the other invoice. 

MiRe HARVIw: | YOS,) LG covers a purchase 
of 240 gallons of Husky, Q@ Brand, at 14% cents a gallon 
and 900 barrels of distillate No. 39 at 8% cents a 
gallon. Then added to that is the 1 cent tax on~--- 


A It is a 1 cent delivery charge included in those prices. 


R.F.Betock 
bi ey4ee = 


Q And there is a 1 cent delivery charge? 
Included in the prices you havo there. 

Q Then in addition to the 14% cents and 84 cents price 
there is what State tax? 

A © cent Montana State tax on 240 gallons of Husky. 


Q. There is no State tax on the 900 distillate? 


A No. 
MRe FRAWLEY: NO tax 80 all. you said 
"State"? 

A No, there is no tax below the gravity given there. 

Q MRe HARVIE: [he nex 2S an Pnvoice oF 


Aart ee WL LOCO. 

A Wiiccx is a distributor for Grizzly gasoline in Shelby 
for the North West HKefineries. 

Q The North West Refineries? 

A YeSe 

Q Of Cutbank? 

A To a farmer consumer by the name of Homer B. Kenyon 
of Gelata covering the purchase of 110 gallons of 
Grizzly gasoline or the Q@ Brand at 18% cents and 320 
pallons of Nordol or the Third~Structure Gasoline at 
17% cents per gallon. Those prices include State and 


Federal taxes. 


Q MRe FRAWLEY: That is what they are, iir. 
Bostock? 
A con 
Q Can you tell us what they are? 


A Yes, 5 cent State and 1 cent Federal and that is dated 


on the 18th of August. 
(INVOICE PRODUCED HERE 
MALZED «aS EXHIBIT "614" 
(C)« 
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h-F.Bostock 


wiRe HARVIL: And the next one? 

The next invoice is of September l5th, dated, and it is 

a purchase from a jobber by the name of Oien & Montgomery 
who are jobbers anl distributurs in Shelby for ths Socony 
Vacuum Company and this covers a purchase of Mobil Gas or 

Q Brand by tank waggon, a regular sale to a ranch, of 450 
gallons at 183 cents which also includes the State and 
Federal Tax. 


{ENVOLGE PRODUCED HER MARKED 
AS EXHIBIT "614" (qa). 


The next one? 

The next one is dated August glst and it is from the same 
distributor; that is Oien & iiontgomery, a regular cash 
sale to Robert A. iicCormick, who is a farmer operating 

out of Shelby and it covers a regular tank waggon pur- 
chase of iiobil gas or Q Brand, ©50 gallons at 18% cents. 
The same thing applies there, the State and Federal Tax 
*neluded. 


(INVOICE PRODUCED HERE MARKED 
AS HXHIBIT "014" (Rf). 


Mr. Bostock, just give us the history of whose invoices, 


will you, and how you came into possession of them? 


Those invoices were picked up by me in the State of 
Montana yesterday morning. I ohtained the name® of the 
farmers fron a friend of mine in Shelby who advised me 
they would be the best ones to go to for the purpose of 
Hicking up the invoices. 

And you called personally on each? 

I called personally on each of those and got the invoices, 
obtained them from them. 


And what do they represent or in the first place who are 
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all these farmers, are they ilontana farmers? 

Yes. 

Ard these purchases were made for consumption in liontane? 
That is right. 

Can can you teli me from your investigation whether the 
prices as indicated by these invoices are the general 
ones? 

The prices included in these invoices are the tank waggon 
prices in effect in that particular district or zone. 
And that means what, as far as the farmer is concerned, 
is that the price he pays? 

That is the prise the farmer pays. that is the deivery 
price or pick-up price, whichever you want to call it, you 
can take it away. 

And that is as far as these refineries are concerned or 
distributors, the best price the farmers can buy it for 
in Montana? 

Yes, definitely. 

You have checked that? 

Yes I have. 

Now you have had some experience in connection with 
Canadian farmers buying some products in hiontana tor 
Canadian consumption? 

Yes. 

Just what has that experience been, Shortly? 

Well 7 have found through investigation that the 
Canadian farmer can go over there and purchase his 
products at certain refineries at a suialier rate than 


the tiontana farmer can. 
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Ils there any explanation 
you can give for that? 
WO MysmMindeit is),9s,1,heave found out, it -is a distress 
market in Montene and they are angling for the Canadian 
market more then ever. 
That,is all thenks. 
MR. FRAWLSY: Mr. Bostock, what you 
mean is the Montena refiners are dumping into Alberta? 
Choppy iewQuite right, 
ihet 1s,6 problem of the,Federal.Government? 
Yes. 
You do not know enything about whet your company has 
done with the Federel Gov-rnment to prevent thet sort 
Of. thine? 
No. 
And what you have in mind is thet gesoline would have 
to come into Canada at prices which you maintain in 
Southern Alberta before you think it would put your 
Southern Alberta market back into a healthy position? 
I would not like to pass an opinion on that because 
Biverabid,that,as alittle out ,of.my: line, 


¥Oul-aresthe district representative in Southern Alberte? 


Yes. 


Your business is to go ell through Southern Alberta 
looking after the interests of the British American 
Oil Company? 


Yes. 


You are aware of course that you are forced to meintain 
tenk wagon prices in Southern A:berta which are ont of 


tine with the tank wagon prices in the rest of Alberta? 


Thet is, quite right. 
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The tank wagon prices allover Alberta are Calg- 
ary plus freight and you have to depart from that in 
Southern Alberta? 

No not as far as ws are concerred, 

The tank wagon price et hiilk ALVvVer as not Caleary 
pitie, freight? 

You are referring to whet grades of gaoline? 

Stemard and Ethyl. Ethyl and Q. what I mean simply is 
the posted tenk wegon price that you are compelled 

by the Montana competition to post in Milk River = 
have you a bulk station at Milk River? 

Yeu wie, Maeve), 


The. posted tank Wagon price et Milk River is 1’¢? 


Yes. 


by 
@) 


Mets om Weleery plus freight? I mean, you know 
that don't you? 5 

Yee, 

You haive: to, teke something less than Calgary plus 
freight? 

Yes. 

Whereas,4f you go up to Lacombe you will find the 
postedstenk wegon price on Nevr-Ncx is Calgary plus 
freight? 

Yes; 

Sowvyou are forced to depart from the Calgary plus 
freight in Southern Albecrtea because of Montana compéet- 
ion tan ok Cue bivbhe crude, ODL, im Tumer) Vediey end 
refine it in Caleary and you take it down there, You 
have not given up that market.tou are still bucking 
that freight rate and selling Nevr-Nox in Milk River? 
Y¥ers 

ee ery ne bo sell. it. 


Yes. 
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Fe Bostock 
As egainst gasoline that comes in from Montana ? 
Yes. 
The position of your company is thet the competition 
te UnrGaer, “wiat lt: ts dumped in? 
Y6s. 
And that Mr. Trimble, we may as Set face the sit- 
uation, Mr. Trimble is the big individual importer, 
as big as anyone in that district? 
Yee: 
The. Texas Company being the first and perhaps Mr. 
Trimble being the sedond? 
Yes. 
And that Mr. Trimble gets his gasoline at dump prices 
in Montena and he comes in and destroys the structure 
in Southern Alberta? 
Quite. 
And it is a losing proposition as far as your company 
12, tonoerned? 
Yes it ig definitely. 
To ascertain whethsr or not Mr. Trimble is dumping I 
SUppesSs 1t is féir to cOmpare aS closely 4s we can 
whet a man in Montena like Mr. Trimble - a Pramole 
im Ventanas. That would sé6ém to be the Tsir thing to 
Try “and “rrr 9 
Yes. 
Have you ever heard in your travels in Montana of one 
Berl Klack? 
He furl Klack yes JI have. 
you do not know anything about the prices at which Mr. 


Klack takes the gas away from the Refinery in Montana? 
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Bostock 


Do you agree with the suggestion I am poing to meke 

to you. I suggest to you whether it be this Commission 
or the Federal Customs authority that wants to deter- 
mine this question thet we are all interested in, and 
thet is dumping or no dumping, that they must compare 
Tete UPimole wWitihelir. Hy Heri Klack in Montana. Whet 
do you think about that? 

Ne 1 do not Think so. 

Why? 

Mr. Klack is a large scale operator. He has sezvice 
stetion outlets in Montana and Ideho and Washington and 
he DUyYSs in Laresser Guantitics in all markets. 

DO you think if the Bie West Refinery choose to put in 


their own minds and their own businéss dealings, choose 


tO put Mr. Klack and Mr.:i Trimble on a4 par that there 
would be anything wrong about that. if they chose to 
Sool ous Tramole at Sd, bird etPructure, end Vibe. Ki ack 
Serpe esuie. thas is @ eross Violation o7 Une Federal 
Dimon ew, Well perhaps I should hot prees your But 
Thaw 1S Lie. point. 

VSS. 

We have some invoices which Mr. Nolan has perhaps 
taken away - no it is Mr. Plotkins. These are a series 
Or (involces you picked up of Taermers purchesine; &s 
fer @s purchases down tnere? 

That is Mentana fermers purchesineg. 

Yes Montana farmers purchasing in the usuel chennels 
which they use down there? 

Yess 

In other words Mr. Homer Kenyon is a farmer consumer 
at Galeta, Montena, and his ordinary channel is to go 


to Mr. Wilcox who is the Grigxyly distributor for Shelby? 
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A Ysa. 

Q And tly his gasoline. He pays for tiat Qn brand,he 
pays l2i¢gs 

A Theat ts 11 enti, lees) tax, 

Q He pays l2g¢ for the Q gasoline and what is the point 
about that? What are we to compare with the 124¢. That 
is doubtless the posted tank waggon price on 4 gasoline 
for farmers for any of them, for any bulk purchaser? 

A Viet wey Vent. 

q In Shelby? 

A Yes. 

Q Just so that 1 will understand it, what is the point 
in connection with thet 123¢, so thet I will under- 
stand it, 

MR. HARV2Y: we propose to bring 
another witness to give comparative prices that the 
Alberts farmer can buy at. 

MR, FRAWLAY: As long as Mr. Bostock 
is not any menial servant of the British American Com- 
Penyesoonic 6 Glsgricl representeaii yo. 

‘a Yuu ere the man concerned with the Southern Alberta 
business arentt you? 

A Tepes ri ey. 

Q That is the business that is sub~normel that we have 


heard all about before now, many weeks ago both from 
the B.A. and the Imperial so that 1 would Like to speak 
fo you sebout the Southern Alberte situation, wWhet 16 
wrong with thet l2s¢ thet Mr. Kenyon pays as far as 
your company. There is nothing wrong ebout it es far 


as Shelby is concerned but whet is the point ebout the 


| canoe 


2i¢, being the farmers posted tenk wagon price at 


Shelby? 
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Bostock 


It is a comperison of the posted tank wagon price, 
Whet would you compare that with? 

I am of the opinion that these individual fermers 
here could not buy at ea less price than that from the 
Refinery. There are a few small refineries there they 
may go end get 6 better price. 

But he 1S going and buying from the bulk Station? 
Yess 

And he is paying 124¢? Is there any comperison with 
any Cenadian price there? 

Nu. 

Mrs frimble doés not buy at bulk points you know? 

No. 

He is & Refinery buyer? 

Yes. : 

so thet there is no comperison between Mr. Kenyons 
purchasing from Mr. Wilcox and Mr. Trimble buying from 
the Ble wes. Do you think thére is? 

NO there 2s) no comparison there. 

I have no Knowledge et all of whet the farmers have 
tO pay when they ec to bulk stations and buy. As 

fer es I am concerned I have not endeavored to put in 
eny such evidence. Now Mr. Greenup at Shelby buys 
from Oien = Montgomery, that is exactly the same 
thing? 

Yes: 

The weriesy, for, Grizzly. Theat is as Tar oss you 
know the posted tank wagon price for Grizzly that 
fermers have to pay? 

123¢ is the posted tank wegon price on Q brand at 
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R. F. Bostock 
Q I would like to heave a Refinery price. You have an 


invoice from the Cutbenk Refining Company and they 
sell to the Milk River Livestock Company. That is 
not. Milk River, Alberte? 

A Thet is south of Milk River but it is in the Milk 


River mideo distriot... It is in Montena. 


tT 


Q Thet is &@ Montene trensection? 

4 Quite. 

Q That is a fermer consumer, not any different from Mr. 
Kenyon? 

A No. 

2 He buys Q eesoline, 240 gallons of gasoline Husky 
at 14230 

A Mee ied Se raeht. 

Q YOu, sey yoOucunderstend, Mr. Bostock ,there is nov tax -in 
there? 

A On the Husky. Yes the tax is added down below. 

Q Mae bes is added. I eam looking at the price of 144¢. 

A Wes wiereyi si ercldndelivery charge ineinat: 

2) This Milk River Compeny is peying 14é¢. They have not 
as €ood a deal as Kenyon has buying it from Wilcox, 


Similer gasoline? 
A Nese Gulicy Léey, lilgedelivery charge is added and 1g 

I believe Frederel Tex. Thet brings it down to 12é¢. 
2 So it is the same thing? 
A The tteerient- At is the same thing, 
Thet. refinery has regerded itsslf as a bulk pointefor 
the purpose of thet transaction does it not? 
A Yes they sell bulk there at the Refinery. 


Like some refiners here might do for convenience sake? 


cj) 


No. 


Tt is not s Refinery trensaction. It is a bulk stetion 
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F. Bostock 


trensection? 

It is really both. They do not have any outlet with 
the exteption of the Refinery. 
Mrv'Plotkins in Calgsry, es lot of his business are 
refinery seles but they are common, whet we ordinarily 
Know as wholesele seles. | 
Yes, 

Burk sales? 
Yes. 
So this would be 8 very comverable trensaction between 
Kenyon and Wilcox? 
Yes; 
And the seme thing with this Farmers Co-op.? 
Yes that is exactly the same thine there. 
Piere tere .reetly no refinery transactions in this 
group of invoices? 
NO, With the exception of the Cutbank Refining. They 
fill thet et the Refinery. 

put thet is just the same, just e sort of what you 
might call a Refinsry yerd transaction where they have 
for convenience sake ea bulk distributing outlet. 

es because they have no other outlet. 


7 


You eave seen that? 

¥os, 

Would there be any difference between a farmer going 

to ‘that tulk point end a@ing to Wilcox at Shelby. He 
pays the S@€M© price ahd gets the same kind of gesoline? 
Yes. 


TlSeve it to you there are none of these that are 


refinery trensactions of the neture of the Trimble 


trensaction? 
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H. Miller 
HUBGRT MILLER, having 
been duly sworn, testified as follows: 
Q Mr. Miller you reside at Milk River in the Province of 
Alberta? 
A Yes. 
Q OG Near there, wWhat is your occupation? 
A Farming .« 
Q Yes. 
A And we do cropping. My sons do cropping. 
2 Where is your farm located. 
A Six miles straight north of Milk River. 
a) Have you had some experience in connection with your 
own personal affairs of purchasing gasoline in Montana? 
A Yes. 
Q And bringing it in to Alberta for your own use? 
A Yes. 
Q In what quantities have you purchased? 
A i mevel did any in large quantities. Just small 


Wahiaatees, tf used to haul quite a lot of fuel for 
Moe, coteeoo, MILK River thet hevused tor, tuel oi) 

in the furnace, 

MR. HARVEY! Mr. Chairmen, I think 
to expedite matters Mr. Miller's evidence was in the 
TOrm Of 5 Statutory Declaration, 1 cannot fide it in 
thet form but we might read it as a statement and if 
T may just confirm the contents possibly it would be 
quicker than continuing the questions and answers, 
MR. FRAWLAY: It is Mr. Millers state- 
ment. We mi cht file it as @ memorandum and he can 
sweer ie ere 

THE CHAIRMAN: Have him verify his 


statement and file it es an Exhibit. <Any objection? 
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H. Miller 

MR. NOLEN : No. 

MR. HARVEY: You might look that 

over end see if it is the statement prepared by or 

POT STOUS 
A Yes. 
2 The contents contained in this statement are accurate? 
A Absolutely. 


THE CHALTRMAN: All right. The statement 
by the witness re: what? It is a statemsnt by the wit- 
ness Miller entituled what? 

MR. HARVEY: aintituled Stetutory De- 
Claretion. In the metter of the Public "nquirites Act 
and in the matter of Commission dated the leth day of 
October 1938, to inguire into matters connected with 
Petroleum end Petroleum Products. 

THs CHS TRMEN : Yes and what is it relat- 
ing to? Regarding gésolins and other products purchas- 


ed in Montane? 


MR. HARViY: Yes. 
TH CHATRMEN ;: By a Canadien fermer? 
MR. HARViY: Yes;.i @oujid reed it. juss 


THe CHAT RAMAN: Yes. 


I, HUSBRT MILLER, Of Milk River in the Province of 
Alberta, Fermer and Truck2r, do solemnly declare as 
follows: 

6 Tuy.T T-reside on my ferm situated approximately 
five miles northwest of the Town of Milk River in the 


Province of Alberta, and carry on a genecrel farming 


end trucking business. 
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Oe TH/T I own end operate in connection with my 
seid business One Two-ton INTRNSTIONAL TRUCK; for 
which I hold the following License issued by the 
Provines of Alberta: 
(Truck License) 3472 

T.(P.S.V. Commerciel License) 807 
De THAT I have in the course of my said business 
over the past few yesers taken my truck and some empty 
gasoline drums into the State of Montana end there 
seachaasa petroleum products which I heve brought 


beck into ths Provinee of Alberta for my own personal 


use. 
Le THe VOR COr Svoud, thevietonday OF uly yo 9 jd 
took my said Truck to the seid State of Montena with 


fifteen empty gesoline drums end, while there, purchased 
toe progweis for thewprice and) from the parties; 2nd 
Biso Teceived quotetions Lrom such parties es under- 
mentioned, namely: 

(a) HOME OIL & REFINING COMPANY of Greet Falls, Montana, 
at ite Conred Rerinery. 


3 Barrels Streight Run Gesoline = 6¢ per wine gellon 
a % B. Distillete @6¢ * 1 4 


T slso receives ths following quotetions from the said 
Compeny: 
im, Quantiwles DE 40,000 gallons or oven- 
Streieht-Run Gesoline 58.60 erevity © S¢ per wine gallon 
Bio Ptsti lblate 44 gravity 2.4 to 43 cenve. 
SS US Meee Sia as, 6) ovo oe! ile ee silos @ 4 esnts per wine gallor 
"2 Octane Heavy Oil Bronze Gssoline 6 ‘ e . : 
MR. HGRVRY: I think thet should read 
72 Qctene Bronze Gasoline. 


TH? CHAIRMSAI: whet does the witness say? 
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Re Mibler —15. ,002= 
Mi. HE RVGY : It reeds 72 Octene Hsavy 
Guilwamonze Gasoling,, Just whet is. that. ‘Or is thet 
an'error in ths stetement? 

A well thet must heve been Streight Run Gasoline. 

2 Do you remember whet you were quoted 6¢ on? 

A Thet might nave bsen Distillate. 

Q It is Bronze Gasoline. De you know whet thet is in 
CHe United Stater. 

A NOBALSeenot. 

Q All right we will have to leave it stend. 

A Third Grade white Gesoline @ 5¢ per wane, calblon, 


(6b) HANNAH-PORTIR COMPANY of Shelby, Montena. 
5 barrels (165 gallons) Distillate € 6¢ per wine gallon 

(c) CUT BANK REFINING. COMPANY of Cut Benk, Montena. 

& barrels (108 gellons) Energy Straight Run Gasoline 

o6¢ per wine gallon 
Lahiri (54 28llons) DiatPllate No. “1. @ See par 
Wine gallon. 

I was also advised by the said Company thet 1 would be 
Siiomet oe dlecoun> of ons“hell cent to One Gen per 
Wine @allon for lereée purcheses of 5,000 to 10,000 
Peaiions or more, 
(2) TR3ASURE STATE RUFINING COMPANY of Shelby, Montana. 

2 barrels (LbhO géllons) No. 1 Gesoline, Streight Run 

@5¢¢ per wine gellon 
2 rt (110 gallons) No. 1 Dietillete @ Sg per 
wine gallon 

I was also advised by the seid Company thet I would be 
allowed a discount of one cent por wine gallon on pur- 
chases of 10,000 gallons or more on ‘oth gasolins and 
distillate. 
All the above prices and quotations were given to me 


on the understanding thet the products were being pur- 


chased for export to Caneda, 
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H. Miller 

Oy THYT I was accompanied on the seid trip by my son Gilbert 
Miller. 

6 THAT on my verious trips I found it was not nece:sery to 
obtain a Montene LiGsnss Tor my truck 

A THAT now shown to me and market ixhibdit "A" to this my 
Decléeretion is the customs form showing the Customs duty 
peid on the sbove imported products. 

8 THAT now shown to me end merked sxhibit "B* to this my 
Decleration is a Government of the Province of Alberta 
Interim Fuel Cll Tak Reosipt No, 6714°for the tex paid on 
the seid imported products, 

9, THAT now shown to me end marked jAxhibit 'c" to this my 
BscClerstion is Cenéedien Customs Certificate MA covering 
the said products purchesed from the Home Oil & Refining 
Compeny. 

1» TiIrT now shown to me and merked Exhibit “D" to this my 
Declabation is the original invoice No, 2009 wvering ths 
purchese of tne above described products, purchased from 
the Henneh-Porter Co. 

DL; THAT now chown to me end marked s#xhibit "kh" to this my 
Detlarstion is the originel invoice No, 0, 05495 cover-= 
ing the purchase of the above described products, purchased 
from Cut Bank Refining Co. 

Les Tar now shown to me and merked axhibit "F" to this my 
Declération is the original invoice No, 02355 covering 
the purchase of the evove described products, purchased 
from Treasure Stete Refining Co. 

‘ND I meke this solemn decleration conscientiously 
Velievineg it to be true, and knowing thet it is of the 


1 


same force snd effect es if made undsr oeth; and by 


virtue of the Geneda ividence Act. 
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He Milisr +13 ,004= 
DECLARID before me 6t Milk River 
in the Province of Alberta, this 
Hubert Miller 
lesesy OL fueuet,) AvDs) LYBs 
Rees Sostock 
A Commissioner for-Oaths in end ror 
the Provinc: of Alberta. 
MR. HARVEY: And attachsd are 
ixhibit A the Customs sheet end the verious exhibits, 
I do not know whether you wish to heave them all read 
in, ‘They have been described. 
MR. FRAWLEY: Oh no not as far as I 
am concerned, 
MR. HARViY: Photographic copies of 
them will bé supplied the Commission. 
Q Have you got enythinge to add to thet stetement, Mr. Miller? 
A No. 
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CROSS-EXAMINATION BY MR. FRAWLEY: 
THE CHALRMAN: Mr. Frawley, while the matter 
is present in my mind, did you speak to Mr. Macleod about 


Bxhibit "Z" marked for identification? 


MR. FRAWLEY: viLeRy 2) dace 
THE CHATRMAN: Mr. Meltaberger is hors and it 


reminded me about it. 

MR. FRALEY: Yes, avery time Mr. Meltaberge 
comes I am reminded of something alsn. Mr. Macleod says 
that it is quite all right and he is agreeable that it be 
marked as an Exhibit. 

THE CHAIRMAN: I wonder if we should not deal 
with it now then. 

MR. FRALEY: Yes, it is here. 

THE CHAIRMAN: : That was Exhibit "Z" for 
identification and we will now mark it Exhibit "616". 


(EXHIBIT "Z" HERE MARKED AS 
BAHIBIT "616". ) 


MR. FRAWLEY: Mre Millor, you made a trip 
down to the State of Montana and Wouoe gasoline from all 
of these different penple or just went and asked them for 
their prices? 

No, we bought them. 

You bought some from the Home at Conrad and some from the 
Hanna Porter at Shelby, some from the Cutbank at Cutbank, 
some from the Treasure State at Shelby? 

That is rights 

There is nothing wrong in the world with you doing that but 
that is a peculiar sort of thing for you to do, did you do 
that because somebody asked you to do that? 

I was hired by the British American deeler in Milk River. 


To do it that way? 
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a Yes. 

Q To see what information you could find out about thoir 
prices down there? 

b Well I just went down there, there was not much said, I 
didn't know what it was for at the time I went down there. 

ay But I mean you went to these different places, and was it 
suggested you go to these refineriss? 


A Yese 


& 


It was not suggested you should go to A. Je Wilcox at 

Shelby and buy somes of his? 

v) Noe 

Q You were asked to go to the refineries and see what they 
would sell it to you at? 

4 YOSe 

Q Now it is a fact that the Canadian farmers can go down to 

the refineries and buy at rofinoery prices? 


That is what I understand to be the fact. 


4 

Q You understand that to be the fact? 

A YeSe 

Q That the Canadian farmers can go to the refinery and buy at 
refinery prices? 

vi) YosSe 

Q And that the Ameriecsn farmer cannot go to the refinery and 
buy at refinery prices? 

A That is true. 

Q He has to go and buy it just like the farmer in Southern 
Alberta has to go end buy it from the nearest bulk station? 

B I am not, I would not say that, EZ do not know Whether tho 


farmor can go right diroct, d believe he has the right to 


go right to the refinery and buy it himself? 
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H. Miller eevee 

Q Where is that? 

I think any refinery in the State of Montana. 

Q Then your understanding is not the same as mile. You 
understand that the farmer, like yourself, can go to the 
refinery and buy at these kind of prices? 

A Well I do not know. X do not Know what they would pay 


for 1%. I do not know anything about it. 

Q I understand they do not go there at all, they do not buy 
it at all at the refineries. Now am i wrong about that, 
they have to go to ordinary bulk outlets like we have all 
over Alberts, farmers! bulk outlets? 

A Oh, I Would not say that. I know that there are lots of 

farmers, I am qyite well acquainted down thers, I used to 

live in Montana and this Hannah Portor outfit, that is 
right on the boundary there and theré are a lot of farmors 
go right to this refinery and get thoir distillate and 
got their gasoline there. 

The Montana farmers? 

Yose 

And what do they pay? 

I do not know. 

You do not know what they pay? 

No, I do not. 

I wish you would, anyway you just do not know what they pay? 

No, I do note 

Did you ever try the Sunburst refinery? 


Noe 
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You did not buy any regular gasoline, you just bought third 
structure gasolino? 


m That is right. 
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You didn't buy any regular gasoline at all? 

No, we just asked for the straight run gasoline. 

You were asked only to purchaso that, by the British Americar 
Oil Company? 

No, I didn't, thet is what I asked for and that is what thoy 
Zave mee 

In any ovent whatever the reason was ycu did not buy any 
regular gasoline or get any quotations on regular gasoline 
at all? 

No, not of different grades I didn't. 

No, but straight run gasoline, that is what we call third 
grade gasoline, you undorstand that, do you not? 

YeSe 

All right. Regular gasoline or second grade, if you want 
te call it that, you did not ask for any of that at all? 
No. 

Standard 70 octane gasoline? 

Noe 

You didn't ask for that at all? 

Noe 

You paid 6 cents per Wine gallon for straight run gasoline 
from the Home Oil Company at Conrad? 

YeSe 

Of coursc the Texas Company pays a lot less than that for 


third structure gasoline at Sunburst but you do not know 


about that? 


No, I do not. 

In fact the Texas Company is just left out of this affidavit 
altogother? 

Yese 


You didn't go near the Texas Company at all? 
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H. Miller 

A No. 

Q You do not know anything about their refinery prices at all? 
A Ne. 

Q But the biggest competition in Alberta is the Texas Company 


of course? 
vi) IL do not know. 
Q Did Mr. Bostock suggost that you go to these different 


refineries that you did go to? 


A Mr. Arnold, that is thcir local dealer down theree 

Q He suggested you go to these difforent refineries? 

A Yese 

Q But the Texas Company, their rofinery did not enter into 
the conversation at all, so far as you know, Mr. Arnold 
and Mr. Bostock did not’ seom to be coneerned with the 
Texas competition at ali? 

A Well as I told you before, I did not really know what I 
was going down there for this stuff fore I was asked to 
go down and get it and I went and got it. 

Q Now those are the entries for the trip you made at that 
times win wally? 

4 YeSe 

Q And have you got the customs, yes, you purchased from the 
Home Oil and Refining Company at Conrad on the lcth day of 
July, 1959, 3 barrels or 165 gallons of straight run 
gasoline for 39.907 

A Yes, I guess that is what it figures cut at. 

Q And this document is made out ry tho Home O11 and Refining 
Company, is it not? 

A Sure « 


Q And they swear or cortify that the price, that thoir market 


value at the time and place of shipment is 49.90? 
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vs) Sureée 

Q And that the selling price to the purchaser in Canada, that 
is you, is $9.90, the same price? 

b Yese 

Q That Js true, if 20 not? 

b That is what theso figures amount to, sure. 

Q That means that they are telling the Dominion Gowernment 
that the market, that their mesrkot price in Montana and 
that their market price to you from flberta is tho same 
exactly, that is what they are saying, is it not? 

Jj Well I. do not know. 

Q I mean that is the purpose, is it not, of these Customs! 
Invoices, to show whether or not they are solling at a 
preferrd4a prices to tho Canadian as against their own 
Arsrican purchaser? 

A Yes, I suppose that is it. 

Q And you really do not know whether or not the Montana 
Refinery just refuses, that is all, for some ovher good 
reason perhaps or for no reason, refuses to give the 
Montena farmer the same privilege he gives you of going into 
his refinery yard and buying at the refinery prices, you do 
not know about that? 

A The refinery I believe did say the reason they could sell 
it cheaper to the Canadian customer was for the reason they 
didn't have to pay any tax on the stuff they sold for export 
purposcse 


Q Didn't have to pay any taxos? 


B Yes, the rofinery didn't have to from now on, that was told 
MO 
Q Yell that would be a refinery tax of some kind, on what they 


sold to you they didn't havo to pay this tax, is there some 
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tax that the refinery pays? 


4 I do not know. 
MR. FRAWLEY: That is all, thank you. 
THE CHL IRMAN: Any questions? 
MR. HARVIE: ‘Mr. Miller wishes to continue 


his evidence and it is in the form of a brief, brief No. 4 
prescnted by him. 


(B. Ae BRIEF NO. ©RODUCHD 
AND MARKED AS EXHIBIT "617". } 


ALFRED HekhBunT MILLER, having 
beon recalled, sxaminod by Mr. Harvie, said, 

Q THE CHS IRMAN: hae Miller, before you entor 
upon consideration of the brief in apropos of the svidencs 
which we have just been Listening to, what is your real 
conpetition in Southern Alberta, from people who are of tho 
Trimble" type er from individual farmers going in and 


getting truck loads of gasoline? 


f “ell undoubtedly, Mr. Chairman, it is both. 
Q Both? 
YeSe What we are trying to convey there or clear up in 


the minds of thosc interested was the fact that the 
Canadian consumer can procecd to Montana and buy his 
gasoline provided only however that it is exported back 
into Canada, at prices several cents below the price at 
which the Amorican consumer in the State of Montana, that 
is tho comparable consumer, the farmer in tha State rf 
Montana, buys fore 

MR. FRAWIRY: } Through a different system? 


A I would not say through a differont system, Mre Frawley. 
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The fact remains that refineries in the State of Montana, 

of which there are 33 according to a map which we will 
presont later, a great numbor of those refinories are doing 
their business at the refinery door to the consumer, at tho 
prices that the same consumer would have to pay at the bulk 
plant that the refinery might sell to, that is quite evident 
from, I think as Mr. Miller said, that one refinery there 
has a bulk plant attached to the refinery, in other words 
the refinery and the bulk plant is one and they simply use 
these loading tanks at the refinery which they term a bulk 


Plant for filling tho receptacles of the consumor. 


@ THE CHAIRMAN: Now, Mr. Miller, take one thing 
at a time and I would like to know wherein lies the competition. 
Mouveay Lb ts from both. Are they relatively the same, the 
amount or volumo by farmers or the volume brought in by people 
such as Trimble or are they not? 

Lh Vell I have not the figures on that, Mr. Chairman, but I would 
think that there is a greater percontage brought in by jobbers 
or distributors for resale in Canada than there is purchased 
by the individual consumer of Alberta but as I say I have not 
the figures to substantiate that. The Customs Department 
ho doubt can. 

Q Theat can be substantiated through the Customs Department you 
think? 

J Neos 


Q But you think it would be roughly, Mr. Miller, what part of 


the whole, that tho farmers got by trucking in? 


vi It is vory difficult to estimate. 
Q You cannot ostimate? 
b I would not wish to estimave it because I am not convorsant 


with the number of consumers that go to the State of Montana. 
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MR. PRAWLEY: We have that information, 
Mr. Chairman, You remember for 1938 Mr. Appleton put in 
the figures which he broke up and there was one group that 
he called, "Miscellaneous Importers" and that is Exhibit 
NA76" or "479", I think Exhibit "476" contains that information 
and then ---- 
MR. HARVIB: Exhibit "602" gives the same 
information for the months of June and July. 
MR. FRAWLEY: W611, I will call your attention 
to it, Mr. Chairman, it is Bxhibit "456" filed by the witness 
Appleton and he lis a classification called "U. S. §. Import- 
ations Other Than Toxas Company" and let me just read into 
the record, the Texas Company of Canada and controlled gallons, 
and those would be all imported, that was 7,734,994 gallons. 
Then he has a classification, "U. S. 4. Importations other 
than Texas Company” and that is 2.496,087 gallons and in 
this group "Ue. &. Ae Importations other than Toxas Company", 
there arc a number of them and one of them, the biggest ono 
by far is "Individual Importations Farmers Own Products" 
and that is 1,188,892 and Mr. Trimble has 458,998. of 
course Mr. Trimble's evidence shows he has execeded that 
very considerably but that is his 1958 business into Alberta. 
THER CHAIRMAN: Do I understand that is an 
Exhibit showing importations by individual farmers? 
WR. FRSWLEY: XESs 

Q- And it is much greater than by jobbors or distributors, 
leaving out the Texas Company? 
MR. FRALEY: Leaving out the Texas Company, 
that is right. There aro this group of people, Consumer's 


Oil, I neod not read them, and the total is 4,496,722 and the 
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Trimble's figure is, the farmers', the individual figures 

by farmers 1,188,892. 

MR. PLOTKINS: noughly one half. 

Mk. FRAWLEY: Yes, roughly one half excluding 
the Texas Compary, 

MAJOR LIPSST?: Trimble is ineluded in the 
other half. 

MRe PRAVLEY: Mr. Trimble is included in the 
other half, about a half a million. Mr. Trimble has a littis 
«ess than a nalf a million for 1938 and then you soe the next 
piceest One is the 77 O1L Company, -946,0U00;". the moxt 

biggsst one is Huff Refining Company, Lethbridge, and that 

is 135,000; then the Hydro Pete Oils 105,000 and the rest 
are 87,000, the Becker Oil Company 67,000 and so on but that 
is the pieture of the Montana importations. 

MR. PLOTKINS: Roughly thé total as of thoso 
farmer consumers represent 10%, if you inelude the Texas 
Company and all othcr importations. 

MR. PRAWLEY: In vercoentages, that is worked 
out, so I can give you that very quickly. The Ue. Se Ae 
Importations for the Texas Company are 2.70% of the total sales. 
I am not bothering now about taxable or not taxable. it is 
slightly different taxable, it is 3.17%, and the total tax- 
able 27 0%« The Texas Company is 8.43% so if you add them 
altogether you have say, 10% 

MR. PLOTKINS: But of the 10% which is coming 
into Alberta, that is of tho 10% represented roughly by 
10,000,000, - 10% of that whieh is the consumer 
kurchases and is whet the Chairman is trying to ascertain, 
the perecntage between farmer and the trade. 
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WR. PLOTKINS: It is roughly 10% of the total, 
that is according to these figures. 

WITNESS; In answer ta your question, 
Mr. Chairman, we are going to present to you later some 
furthor facts cn Montana distribution and marketing and at 
that time, notwithstanding the fact that the percentage is 
50jo consumer and 50% distributo~ coming in from the Stato 

Uf Montana ---~ 

MR. FRAWLEY: Other than the Texas Company 
you say? 

Other than tho Texas Company, tho fact remains, that the 
distributors of it, we will give you facts, in the State of 
Montana, are not cither able to buy at the same price that 
smallor distributors can buy for oxport into Canada, in other 
therc are many distributors in the State of Montana that are 
buying their requirements in far greater quentities than 
local distributors in the Province of Alberta purchase in 
Montana at prices 2% cents below the prevailing tank wagon 
pric6. 

MR. FRAWLY: You mean there are peorpye like 
Mr. Trimble who opergte in Montana exclusively and who pay 
more to the Big ‘jest Rofinery than Mr. Trimblo does? 

Quite a. lot mure, quite a lot mora. 

And have the same sort of oporation? 

L would say they havoe as I said, Mr. Frawley, they havo a 
larger operation than the average distributor, that is tho 
indcpondent distributor has in the s:rovince of Alberta. 

And their refinery door price is less than Trimble pays, 

in other words they cannot get straight run gasealine for 

5 eonts, that is your point? 

Quito right. 
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Q 4nd they cannot get 70 octane gasoline for 7 cents? 

A Quite right. 
THE CHAIRMAN: | Iam anxious to got something 
comparable, if we are tryins to explore this. Wo have 
Trimble, why don't we call KlLacke If we have Canadian 
farmers why don't we get some American farmer. The comparison 
at the moment is betwecn the farmer in the United Stat3s buying 
from bulk stations, in ccemparison with theucane dan farmer 
buying at the refinery. It may be that the American farmor 
Gan buy.from the refineries too.e. I dc not know. If we are 
going to explore it we should know something about that. 
MR. HARVIE: I think that is protty well all 
dealt with in Mr. Miller's briof. , 
4LINESS $ Mr. Chairman, if you would like 
to oxplors that, I was going to commence with the distribution 
in the Provinee of Alberta but I can just as well proceed with 
the State of Montana and that will convey, I think, the inform- 
ation you wish. 
THE CHAIRMAN: No, I do not want to change the 
order of your brief at all. what I am concerned with, is not 


just the brief but a statement of witnesses who know. 


MR. PRAWLEY: surely. 
WITNESS: We have evidonees herc. 
THE CHAIRMAN: If we have Klack lct us hear 


him, if we have Amorican farmors, lot us hear them, quito 

over and above your brief, Mis Millor, end I cam not minimizing 
its value at alle Let us hear these American farmers who 
have tried to buy oil in Montana. I may say that Commission 
Counsel is here and if Mr. Frawley is of the opinion that they 


cannot buy at the refinery these products, as I understand it, 
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and Mr. Miller is of the opinion that they can, now after all 
that is a fact capable of being ascertained by witnesses who 
can como in and swoar to the facts and be eross-examined upon 
it, as evidence. 

MR. FRAWLEY: Let Mr. Miller and Mr. Harvis 
bring them. Certainly I have no intention of bringing them. 
The British American Oil Sompany has made the allegation to 
this Commission that chere is dumping and they have attempted 
to prove ite So far as I am concerned the farmers in 
Southern Alborta are gotting cheap gasoline and I am not going 
to try to bring the price up. 

MR. HARVIE: That is what we are trying to 
doe We are bringing our witnessos one by one but no ono 
witness can prove all points and so fer as we are concerned 
we propose to submit our evideneo and I do not imagine the 
Commission will take amy statement of Commission Counsel 
contradistury to evidence at all that we call just to 
disprove our statements and if he is under a misapprehension 
of what can be done down thero he can cure that but we are 
going to bwing evidence as to what ve think the condition 

LS. 

MR. FRAWLEY: The Chairman suggcsts that 

you do not have comparisons to compare. I am in accord 

with that so far and I would like to hear what Mr. Klack 

has to sey as against Mr. Trimble if you are making a point 
of it and I suggest "prove it" and that is all and maybe 

Mr. Miller is going to dco a lut about that. 

THE CHAIRMAN: Have you anything to say, 

Mr, Mcltaberger? 

MR. MELTABERGER: On next Monday I am going to 


have here these refiners who have becn mentioned to tell 
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their story so that you can get the facts from them. 


THE CHALRMAN: All right. We are hore toa 


hear the evidoncae. 


SPECTATOR: Mr. Crairman, this is tho first 
time I was ever in a Court Room in my life and I would like 


to ask Mr. Miller a question? 


THE CHAIRMAN: What is ycur name? 

OPHCTATOR: Snowdon of the 77 Oil Company. 
THE CHAIRMAN: Your first name? 

MR. SNOWDEN: Alexander. 

THE CHAIRMAN: And you are associated with? 

MR. SNOWDEM: The 77 Oil Company at Lethbridge. 
THE CHA THMAN: And what is your position 


Mr. Snowden? 


MR. SNOWDEN: Woil, Managership I imagine. 
THE CHAIRMAN: Manager? 

MR, SNOVDEN: YoSe 

THE CHALRMAN: And you want to ask some questions 


of Mr. Miller, all right g> one 
‘ 6 5 


MR. SNOWDEN: I just want to draw a comparison 


of our connection with the refineries whem I am gcing toe 
suggest that the major oil companies wculd not torm a strata 


or compariscn with the rofineries that were mentioned in 


Alberta under similer conditions <--= 
THRE CHAIRMAN: You can ask Mr. Miller anything 


you want to or if you want to give ovidence yourself, all right 


but if you just want to ask questions ycu will have to put 


your statements in the form of questions. 


MR, SNOWDEN: My question, Mr. Miller, is the 
refineries are not operating any differently than, I suggest, 


Huff's from Lethbridge or some of the refineries operating 


in the City of Calgary a few years ago were in comparison with 
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the price structure? 

A I didn't guite get your question. 

Q Well as I understand you are endeavoring to infer that these 
refinerics that have been mentioned are on a refining 
structure vasis such as yours, that is large operating 
refineries and what I wish to say ---- 

THE CHAIRMAN; Let him answer that, that is 
no doubt meant to be in the form of a question. 

wi I think I said there were 33 refinerics in the State ef 
Montana and they vary in capacity and also they vary in 

their operations and marketing practices. There are some 
refineries in the State of Montana that do rot sell to 
Consumcrs. They either have their own distribution, to 
Which they ship or they are supplying jobbers who soll, 
and then the other types is the typo that we find selling 
direet to the consumer, both the American consumer and the 


Canadian sconsumer but at two different prices. 


( Go to Page 18,520 ) 
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Ae H. Miller. 


Yes, I understand that, but you would not suggest, Mr. 
Niiller, that the Huff refinery in th City of Lethbridge 
can produce a product equal in quality to that of yours in 
Calgary? 

I am not a refining expert and, therefore, I cannot answer 
that question. L.do not know Mr. Huff's refinery. 

The majority of refiners mentioned here are refiners who 
have not the refining facilities enjoyed by the larger 
refiners and capable of producing as good a product, and 
you are endeavouring to compare the prices of those peoples 
with the refiners in Montana who have facilities such as 
Vou, eve in the Province? it we. ane, to comparcipraces, 
let. ug eompare prices of the refiners you mentioned there, 
eompare them with Mr. Huff's refinery, for: instance. 
Compare his prices this Fall. They are not your prices as 
a,retiner and marketer in the Province. Let us endeavour 


cest that the 


a) 


to, bémfadir.. An endeavour is being made to, sug 
prices. quoted, by these, refiners, on a, Similan etatus as, Mr, 
HGeh.ane couad.din quality, toa the, products which you opienrny 

I do not think I have made any comparison yet in the prices. 
The only statement I have made is that the Canadian consumer 
and the Canadian distributor both buy frcem the American 
refiner at a lower price than the American consumer or the 
american distributer can buy. from the. .seme source of supply. 
That is the only comparison I have made. 

THE CHATRMAN: | _ From the same source? 

LES 6 Salers 

TRS G..148 i say.) you take, 4. given, refinery, din Montana ,.ist 

is your contention that a Canadian distributor and a 
Canadian farmer can resvectively buy at prices which the 


American distributor and the american farmer cannot from that 
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tio H. Miller. 
particular refinery? 
A There is all the evidence in the world to prove that, 


Mr. Chairman. You have some here to-day and you have heard 
Mr. Hubert Miller, who lived in Montana. And I think your 
Suggestion was a good one. I will say this, that if 
American farmers were brought here they would give you the 
same information I have given you this morning in the 
record. if;you bringedistributers from the State of 
Montana you will find, as we are going to produce later by 
documentary evidence - if you bring some of those distributors, 
who ;,as [said teretofore, are selling greater quantities 
than Canadian distributors in Alberta, to this Commission, 
you will find they are paying the refiners in Montana 
2 cents below the tank waggon price. Now, in some cases 
as high as 9 cents a gallon for products that are being 
so14 tO distributors .coming into Albbentarat jo scsntsia sallon: 
Q MR. SNOWDON: ur. Miller, the point I wish to 
suggest to you is this, you would not suggest that the Texas 
Comany refinery in Sunburst are marketing products similar 
tO" thate wif you are going ae fair about this, let us 
g6ét at an equal basis in the oil industry. 
THE CHATRMaN: hr. Snowdon, that is not what I 
putjto ters Miller. » That tookra warticnlanirefiners. wiitie 
his contention, whether he establishes it or not is another 
matter, as I understand Mr. Miller it is his contention 
that taking a particular refinery producing a particular 
product that the Canadian distributor and Canadian farmer 
respectively at their te prices can buy for dle ss 
money than the american distributor 4nd the American farmer 


that same product from that same refinery? 
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am. He Miller, 
THE’ 18 rights 
That 28 his position? 
Yep: 
I think that is quite clear to you. Whether it is right or 
not is a matter for evidence. 
MR. SNODON: I understood Mr. Miller was 
comparing the prices in ratio to the qualtiy of products 
preduced by the different refiners? 
No. 
THE CHAIRMAN: The same product and the same 
refineries? 
But different prices. 
Different prices between the Canadian and the American? 
MR. SNOWDON: Thanks . 
MR. HaRVIE: All right, Mr. Miller. Now, 
would there be any prefererce in going ahead with the 
Montana situation. I do not think it makes a bit of 
difference with the brief. If you think it world be more 
Logical to follow it on. 
THE CHATRMAN: Whatever Wir. Milier considers 
tac most orderly presentation for Himseir, Tt is immaterial 
to us. Ultimately, if it is intended we are to speak 
avout Montana, it will need to be established, that which 
has just been disoussed, by a proper comparison with the 
type .of 2 2eTinexy,, the saine product, the refineries, if you 
are teking a dozen of them, the principle is just the sare. 
The sane refineries, the same products, the same glass of 
verson, farmer and distributor, or any other type you wish 
to interject. But it must be comparable? 
That is right. 


The Canadian farmer buying from the refinery and the american 
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farmer buying from the bulk station seems to me not. 
Mie HARVIE: 411 right, then star* at the 


first of your brief. You are still under oath, Mr. Miller? 


Tet Le re oh oe 


THE CHAIRMAN: What are your initials again, 
Mew Miler? We have just had another Miller? 
Pen 


RE ALBERTA DISTRIBUTION. 


re er nr RTP 


We were requested to submit further information to support 
the claim that the wholesale distribution of petroleum 
products in the Province of alherta was insufficient and 
therefore inadequate to serve economically the farming 
industry of the Province. 
We therefore wish tc submit a map that has been prepared, 
showing the present wholesale distribution ino the orovince 
of Aiberta, according to information supplied us by the 
Commission Counsel, namely, that there are 1,035 wholesale 
plants installed at 472 towns in the Provinee of Alberta. 
In addition, we show the wide areas where wholesale 
Racwl wires vareunot, availel be, ,andvoth er Uinfowmad lonais 
follows: 
(a) Trunk highways. 
(4) Railways. 
(ec) Provineial Boundaries. 
(a). Municipal Boundaries. 
(e) Existing Bulk Plants. 
(f) Other Towns (being towns 
where wholesale facilities 
Ao not exist.) 
(2) top alione 


(hi Noamber of tractors. 
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A. He. Miller. 
(i) Mileage. 
(j) The No. of the Municipality. 
(k) .ileage Scale - 1" equals 10 miles. 
(1) Number of Wholesale distributing plants. 
(m) Number of Towns having wholesale 


distribution. 


In our evidence we pointed out that the existing type 

cf wholesale distribution was the only kind possible 

under coruitions that existed until recent years, which, 

due to the lack of highways and rural roads, together 

with climatic conditions, necessitated the erection of 

large capacity plants which obviously had to be erected 

Om railway property, «inorder to receive tank car 

shipments. 

Modern highways and rural roads, combined with efficient 
truck transportation, now make it possible that petroleum 
products at wholesale prices can be made available throughout 
alledistricts, inorder that the farming industry can obtain 
their requirements, within easy reach of their operations at 
@ll seasons of the year, to give them efficient and economical 
operation. 

As the farming industry is rapidly becoming fully mechanised 
inagiiitheie operationg, iteis wnoteonly 4. .question teday cr 
having wholesale facilities in areas where tractors are 
operated, but all areas where power equipment is used in 
general farm operations. Therefore, a new type of 
distribution, comprising economical wholesale facilities, 
should be provided on the basis of population and not on 


tractors in the district. 
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This can be more clearly illustrated b: the following 
information covering a few of the municipalities that do 

not enjoy equal facilities with other areas: 

MR. HARVIE: Would you like to put that in now? 
1318 a rather large map. 

THE CHalRMaN: You are offering that, Mr. Harvie? 
WR. HARVIE: Yes, Mr, Chairman, 


(MaP IN QUESTION IS NOW MARKED 
EXHIBIT "6198". ) 


iMewmone we are offering Ag an EXIMbiteis Upmom the whack: 

THE CHATRIMAN: Precisely what does this map show, 
in a few words? 

as [ said, Mr. Chairman----- 

Is that a duplicate there? 

That is a duplicate. 

WR es BaARnVIi: That shows the points that are 
mentioned ag (a} to (m) inclusive in the brief as read. 
THpS-LS a-map of the Province, and, as I.said, we have shown 
on that mup by the blue dots the 372 towns where there 
eveul0s5' O11 bulk ‘phants, according toPihe infemmetion 
given to us by the Commission Counsel. The brown triangle 
marks are other towns where there is no wholesale dis- 
tribution to-day. The figures in red is the population 
accovding to the municipality,which are square. The 
number of the municipality is shown in all cases. 

WR. COMMISSIONER LIPSETT: In small’ figures. 


In small figures. 


MR. HARVIE: In black on the bottom righthand 
corner? 
Yes. The green figures are the tractors located in the 


total number of municipalities of the) Province ofwmilberta 
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according to Dominion Bureau Statistics figures. In other 
words, the total there will compare with their tractor 
registrations. 

MR. HARVIE: That is again divided up by 
municipalities, so many to each municipality? 

We have taken a few areas, so as to call your attention to 
it at a glance, showing the various municipalities numbered 
1 to 15, where the distribution as we outline in the brief 
is not available or is not sufficient and consequently the 
farmer's cost of operation is increased and likewise our 
GCOSst or operation , 10 We are going tO deliver. In addition, 
taking the railway lines, you will note a wide variation 

as to distribution. In other words, you take Thorhild, 

you pass through possibly nearly 60 miles to Boyle, where 
you get the next wholesale facilities to supply the 
petroleum requirements to the farmer. Then you leave Boyle 
ana you.go to Lac la Biche, whieh 28 another 75 or ov niles 
before there is any more distribution, and so forth on 
through the map. 

We refer you to such municipalities as #858, which consists 
of 11 townships comprising 396 square miles, and having a 
population of 2,866 with 1ll tractors. In this whole area 
there are only two bulk supply points, namely Fairview and 
Whitelaw, which necessitates persons travelling as much as 
BO miles or more the round trip, in some eases, in order to 
obtain supplies. 

In the case of municipality #827, which consists of 
approximately 7 townships, comprising roughly 272 square 
miles, and having a population of 126 with 2 tractors, 

it is necessary to travel an average of 20 miles to the 


west, which is 40 miles the round trip, or a similar 
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distance to the south-west and south-east in order to 
obtain supplies from the nearest wholesale supply point. 
The same holds true in the case of municipality #797, which 
consists of 8 townships, approximately 288 square miles, 
with a population of 658 and 13 tractors. In this case 

it is necessary to travel up to 20 miles to the West, 

or 40 miles the round trip, or 25 miles to the East, 50: 
miles the round trip, in order to obtain supplies of petroleun 
products. 

On the other hand in the case of municipality #667, con- 
sisting of approximately lls townships, with 414 square 
miles, and 2,200 of a population with 46 tractors, the 
nearest supply points are Athabaska and Colinton, which are 
off to the south-west corner of the municipality, or to 
Boyle to the south and east in an adjacent municipality 

for supplies of petroleum preducts. This entails a journey 
in some cases of from 30 to 60 miles the round trip. 
Municipality #607 consisting of 9 townships with an area of 
b24 square miles and having a population of 1,823 with 23 
tractors, has no wholesale facilities within its boundaries 
and it is necessary for persons to secure their supplies 
from either Thorhild, approximateiy 15 miles to the south- 
west or Boyle, approximately 15 miles to the north and east, 
necessitating 30 miles to the round trip. 

Municipality #581 consists of 9 townships, comprising 

424 square miles, and has a population of 2,158 with 

68 tractors. The people in this municipality have to 
secure their requirements from either Barrhead, in 
municipality #580 to the east, or from Robinson, in 


municipality #582 to the south-west. 
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Then again consider municipalities #486 and #485. 
Municipality #486 consisting of 10 townships, comprising 
426 square miles with a population of 3,709 and 194 
tractors, together with municipality #485 having 9 town- 
Ships, $24 square miles, a population of 2,284 and 118 
tractors, could stand wholesale distribution at Haight or 
Inland. 

In the case of municipality #481, consisting of 9 townships 
comprising 424 square miles with a population of 2,876 
ani 140 tractors, there are two towns making wholesale 
distribution, namely Kitscoty and Staplehurst. 

On the other hand, municipality #453, consisting of 9 
townships with 324 square miles and having a population 
of 1,554 with 102 tractors, has no wholesale representation, 
the nearest supply point being on the railway line to the 
north in municipality #483, or the railway line to the 
south in municipality #423. 

™roceeding west from Wetaskiwin, municipality #459, 
comprising 10 townships with approximately 360 square 
miles, a population of 3,452 and 149 tractors; and still 
further west to municipality #460, comprising 9 townships 
with approximately 600 square miles and a population 

of 1,64¢ with 24 tractors, we find there are no wholesale 
facilities for the distribution of petroleum products, 
the nearest being cither to the north in Gaeta vice 
#489 and #490, or to the east in municipality #458, which 
are many miles distant. 

Municipality #361, consisting of 9 townships with 324 
square miles, and having a population of 1,470 and 93 
tractors, has no wholesale representation, the nearest 


being Cadogan, Provost and Hayter to the north, and Kerriemuir 
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and Coumpeer to the south, a distance of 15 to 20 miles, or 
a LOund UPip Of on’ to ZO mile. 

Municipality #243, comprising 9 townships with an area of 
624* square miles, has a population of 496 with 46 Coe toa 
and no wholesale distribution facilities, the nearest being 
Chinook in municipality #273 to the north and Cereal in 
municivality #242 to the east. 

MR. COMMISSIONER LIPSETT: Just take a case like that 
previous one, #361. Cadogan and Provost and Hayter to the 
north. What distribution system do you suggest 
alternatively, just to get an example? 

Well, the distribution system we are putting in the 
Province to-day. In other words, we are scrapping the 
old form of distribution, where all our bulk plants were 
located on railways, and we are spreading them over the 
Provinee so that they take in other towns, whether they 

are on the railways or highways. 

MR. PLOPTKINS: At the present time how are those 
districts served’? 

Some are served by truck. There are free deliveries made 
and there are many areas where there is no delivery. 

It the areas where delivery iS made there are certain 
seasons in the year when they cannot get delivery and 
consequently they have to go to the wholesale point for 
their requirements. 

Buu, Wr. Miller, 18 it Not a Tact that wherever there’ 1s 

in any one area wherever sufficient business develops, 

that a local cartage man makes it his business to go to the 
oil company - that is your company or some other company - 
and make a deal where he can service and serve that 


particular district in the most economical method and it is 
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possibly at that stage of development? . 
Well, ‘Mr. Plotkins, I am not dealing with wholcsale 
cartage men or men making deliverics. All I am trying to 
illustrate is the distribution of wholesale petroleum 
products to the farming communities. In other words, 4 
drayman or no drayman, if there are no facilities the 
farmer has to go to the marest point and haul back his 
requirements providing there is no free delivery. But 
where there is free delivery in many areas due to the 
conditions of the roads, that is rural roads, at certain 
seasons of tie year: that deliver i sorfeand® the*manystiit 
has to proceed in the off season to the nearest point to 
ouy his requirements. In many eases they are travelling 
long distances so to do. 
it-has been broucht out "in evidence before this Commission 
that in @ district where there are no bulk plants or no 
dastraputing facilities by the reguler lihe companies, 
that is oil companies, that there has developed a system 
of truckers who make it their business to supply consumers, 
and while what you say is quite correct, eventually as the 
need or the concentration of tractors becomes great 
enough in any one locality that your company or some other 
company Will erect faciltties, there is a stage in most of 
these districts, as I have pointed out, that stage is now 
present, there is a stage where the ownership of tractors 
or cars is so wide-spread that your company or no company 
could profitably operate an cutlet.  2O that at the 
present time they are served more economically by the 
existing system of a trucker, a local cartage man making it 
his business to go to a central point and get supplies am 
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distribute it all over the place. I want to know what you 
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have to say in relation to what you are saying now? 

The only answer T can give to that is that your theory 
might be right adjacent to the City of Calgary or some 
large centre. But I doubt very much whether a drayman 
could supply these wide outside areas from any central 
point and taking back merchaudise for the farmers. 

LU Ss not a theorr? 

I am speaking of the general distribution in the Province 
so that all will have the same facilities instead of the 
few as exist to-day. I think further’ on in our expiana- 
tion of the distrivution, Mr. Plotkins, you might be a 
Little better informed if you will let me proceed and 
Finish up the brief. 

4ell, tho only thing I want to point out is that there has 
been evidence here---- 

THE CHATRMAN: Ask him. #o not bother 
pointing out anything to the witness. 

MR. PLOTKINS : You said a little while azo 

it was @ theory. As.a matter of fact, 10 18 en scsGal 
system that functions at the present time, at least you 
would not contend that these districts are without getting 
their supplies? 

Many of them are, yes. 

You mean they cannot get oil? 

Quite right. 

What do they do? 

They are not getting it from the source you say. I say 
there are many districts without petroleum distribution. 
Without bulk stations or facilities---- 

Without wholesale facilities. 


Tg your contention that you could adopt these particular 
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facilities you have in mind in these particular districts 
profitably? 

BUuLlte rights 

That is, you could sell to the consumer at less price than 
he is buying at now with the facilities. that are at his 
disposal at the present time? 

I did not say at a less price. I do say this, that we can 
give far wider distribution to-day and make these petroleum 
products available to the consumer within easy distance of 
his operations at no greater price. 

At no greater price? 

Yes. 

MR. COMMISSIONER LIPSETT: Just to go back to this one 


municipality that you mention there, #361? 


2b ae merely Tor the purpose of trying to toderstand the 
distribution system. There ig municipality 461 and the 
point that yon make is that under the present system it 
has to be supplied from Cadogan, Provost or Hayter in the 
norte or at Kerriemuir or at Compeer in the south? 

Yes. 

What better distribution would your system give in that 
particular locality or what do you propose? 

Gur system has no regard to either railways, highways, or 
any other facilities that will enable distribution to be 
made. ‘We instal our wholesale bulk plants Tor the farmer’, 
whéther it is on the railway, whether it is on the highway 
or whether it is in an inland town. For instance, we 
would pvossibly put a place in here Rosalind, which would 
give us central distribution to that municipality. Or we 


would come in here in this municipality the same way. 
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Just take this Rosalind, and supposing you were going to put 
yourilbulky centre Otheréi«\Would notiyeu heave to bring your 
product uown along the railway lines to.Kerriemuir or 
Compeer, or down the other line to Cadogan, Provost or 
Hayter, and trick itrout to Resakind? 

AS we pointed out in our orevious evidence of distribution, 
we are setting in the Province $1 zones, with a central 
large capacity plant which feeds the small sub-plants 
that are established in the various districts, possibly 
Wiwien an area Of bY Miles alounG the main Dull plant. 
AS you will remember, we showed that map with 31 zors. 
In other words, we might establish our place at Consort, 
With large facilities, and this area around here of oO mites, 
we put in small facilities all over and truck to these in 
full loads and then they are readily accesible to the 
Gcunsumer in the immediate vicinity. 

And the farmer could come to these smaller distributing 
POINTS end Pick it up there? 

That is right. 

You distribute that in bulk? 

We would go down from Consort to Rosalind and we woulda drop 
full truck loads intc underground storage tanks, and carry 
a small capacity of lubricants and greases, and they would 
be readily available for the farmer anywhere in this 
municipality, say 46,4,5 or 5 miles,as the case may be, to 
piek these up at the same price he would have to go here and 
purchase thom. 

That would be as against the present system. he reas he 
would have to go there to Concor or Kerriemuir or you would 


have to deliver tc him from Condur or Kerriemuir? 
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You might be delivering to him free from Condor or 


Kerriemuir under the existing sy stem? 
Yes. Under our present system we would have to deliver 


to him from Consort. 

YOuswouldsnot deliver to him at. abl. vyoujwould. “deliverite 
your branch and he would have to go there and collect if 
ror pamsed ee 


That is right. 


(At this stage the Hearing was adjourne’d until 2:15 P. M.) 
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Wunicivelity #214, comprising approximately 55 town- 
Ships with an area of 1,980 square miles, has a pop-~ 
ulation of 1,793 with 100 tractors, and clearly 
iilustrates the great distances between farmers in 
the municipality and the wholesale supply points, 
namely Sunnynook and Carolside. 

THi CHATRIWAN: How do you get the 
record of tractors, has the Dominion Government some 
record which you have reference to? 

Yes, the Dominion Bureau of Statistics have records of 
all tractors by Provinces. 

And by municipelities? 

And by municipalities. 

Yes? 

Local Improvement District No. 61, comprising 9 town 
ships with approximately 424 square miles, has a 
population of 1,220 with 49 tractors and no wholesale 
facilities available with the exception of those to 
the north in municipality #91, namely at Irvine and 
Larnour. 

In the case of Local Improvement Districts Nos. 35, 

4 and 6, and municipality #64, comprising 26 town- 
shups with 1,476 square miles, with a combined pop- 
ulation of 2,115 and 299 tractors, the only wholegale 
facilities in the area are Skiff, Foremost, Remiscam 
and Etzikon. 

In covering the various municipalities, either by 
railway or highway when making comparison, all pointe 
with wholesale facilities and those without, clearly 


indisate that wider distribution with facilities of 
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smaller capacity, making petroleum products readily 
accessible to the farmer at wholesale prices at in- 
tervening points, would benefit all parties in- 
terested. 

In other words, these 
which I have enumerated are simply the municipalities 
and not the particular railway lines on which towns 
are situated, that is the intermittent points between 
one wholesale plant and another. Going down the line 
here you come down to Alderson and then you find there 
are two, four, six, seven intervening points until 
you hit the next distributing point which is hedicine 
Hat. 

You are showing us on Exhibit "618"? 

Yes, wire Chairman. 

We outlined that it is impossible to make free de- 
livery at all seasons of the year, and, in addition, 
there are many areas where free delivery is not avail- 
able, and consequently the farmers in these districts 
go to the nearest point and purchase their requirenents 
f.o.b» the warehouse. In many cases, as illustrated 
heretofore, this is only accomplished by travelling 
great distances and consequently increasing their 

cost of operation by so doing, and likewise ours if 
delivery is instituted. 

Until recent years, generally speaking, the ma jority 
of petroleum products required by the farming industry 
were consumed during the harvesting season. (Con- 
sequently, larger deliveries were made, making it 


more economical to maintain a free-delivery policy. 
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With modern farming facilities, petroleum prudusts 
are required over a more uniform period during all 
seasons of the year, which, naturally, combined with 
reduced consumption (which will be more accentuated 
in the future, due to modern, efficient, economical 
farm implements). have made the policy of free de- 
livery extremely aostly tc all concerned: in fact, 
the time is rapidly approaching when an additional 
delivery charge must be made, in which case, uf 
course, it must de borne by the consumer. 
In our evidence we have submitted a comprehensive 
picture and statistics governing the petroleum in- 
dustry and its relationship to the farming industry 
in the Province of Alberta and the Prairie Provinaes. 
If we have made all necessary points clear to the 
Commission, we believe that when proper consideration 
is given to the problems of both concerned, they will 
at least agree that the present policy of wholesale 
distribution of petroleum produaits and its delivery 
system does not provide the necessities for present 
day requirements of the consumer. 
If the policy of free delivery were discontinued, 
and this discontinuance observed strictly and 
equally by all, it would automatically bring about 
the wide new vorm of distribution essential for the 
economic operation of both the farming and the pet- 
roleum industries, by competitive conditions that will 
follow, namely, those interested, that is the industry, 
will make immeCiate arrangements to reduce the 
capacities of the existing distributing points, so 


that these may be spread evenly over the entire 
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Provinee, which will make these products seadily 
accessible to the majority, in place of the minority. 
This would mean better service to the entire 
Provinee, and if economy results. the consumer will 
receive the benefit, as in the past. 
WwAJOR LIPSETT: I suppose you say, Mr. 
Hiller, generally that it is sound economically te 
istribute the product to a large number of points in 


d 
bulk waggons, that is from the railway terminal? 


4 
] 


Yes, because you see the trouble is today, ir. 
Commissioner, that the farmer is buying, an we 
pointed out heretofore, in very much amaller 


Ae 


quantities 614 we have to take our truck delivery 
fasilities and make that small delivery to that con- 
sumer maybe 10 or 15 miles from the supply point. 

In other words you might have to meke 10 trips or 15 
trips to distribute one waggon-load, one tank waggon- 
load quantity? 


That is so, sir, to that one consumer, we may make 


er LU Gealiveries to him in the one Season or in 


@ 


the one year rather in small quantities, which may 


be 


not amount to any more than one truck delivery load 
and now we maintain that under existing conditions, 
particularly in view of the rapid general mechan- 
izgation of the farm industry, that these samll 
deliveries are going to be more numerous and more 
uniform over the year and therefore the cost is 
going to increase still further in making these de- 


liveries unless we can go into the immediate centre 


of the vicinity where the farmers operate and dunp 
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full truck loads into the underground storage tanks, 
making that material rapidly available to him at the 
price that he would pay if it eae delivered to his 
farm or at the price that he would pay if he went 

15 miles to the bulk supply point if delivery were 
not avaiiable. 

tL think you might put it this way, that delivery to 
the farmer must be paid for out of somewhere? 
Gorrect,. eir. 

And if you can, by this system, cheapen the whole 
cost of delivery, even if on the face of it some 
farmers were getting rather less service than they 
appear to be getting at the present, that, on the 
whole the cost of delivery would be reduced and ul+ 
timaotely everybody would share in that economy? 

Ce 29, Piehnt. Lr» 

I suppose that is the general drift of what you are 
put ting? 

thet eis orient, olts 

TH Cité IR WAN; Ana the farmer takes 
delivery as distinguished from being given delivery, 
do I understand that? 

Yes» In other words, hir. Chairman, I do not think it 
is possible to have this new form of distribution 
generally throughout the Province unless free delivery 
is discontinued because the companies locuted as they 
are today. no doubt, would wish to contimue to make 
eee es they are making them rather than cut 
their distribution out and spread it over the entire 


Province. 
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I de not think you were here when the United Farmers 
made their presentation, when they were associated 

with irs Brownlee as Counsel. and I do not know that 

you can appreciate just what was indicated there but 
they very earnestly »ressed upon us the view that 

there was no free delivery at the present time, that 

Wie warm er paid fer that. You sof course "de not share 
that view,-that it is a misnomer to say that the 

farmer gets free delivery, that he does not, that the 
farmer pays for that in the price he pays for his 
gasoline. You might, Mr. Frawley, put the proposition 
tO the witness as put by hirs Brownlee and perhaps you 
could do it more accurately than I might. 

ii e FRAWLEY: No» Ol Wao, Ecertai ney nop, 
ir. Chairman, but it seems to me that it is simply 

this, Mr. Miller, it depends upon what starting point 
you take. You have a posted price at Lacombe of say 
17 cents, that is your posted tank waggon price at Lacombe 
and that is what the farmer pays’ 

Yes. 

But you have about 95%, I do not know, of your gallonage 
scld,g opat "7 wents,) but 16 ventas “The price: certainly 
as I understand it that bir. Gottle is using in working 
out bis cost and analysing his cost is for Lacombe, not 
17% eents but 16 cents; in other words the effective 
price to the Pe eatice company, the oil company gets its 
16 cents end your costs are between a certain refinery 
eost and 16 cents and not 17 cents. You see what I 

mean because so little of it ig sold at 17 conts to the 


dealers but that is not a major factor, but that price 
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of 17 cents is maintained to the farmer, your effective 

price is 16 cents at Lacombe we will say but you charge 

the farmer 17 cents, so the people arguing free de-~ 

Livering against no free delivery say that the farmer 

Po ye os Oouus plus 1, that. isl) centa, met thatthe 

dealer pays 17 cents less 1, and you might say that we 

are in a vicious circle there, but the price which you 
seek to get for your yascline in Lacombe is not the 
posted price but the posted price less 1 sent and that 

is determined by the commission you pay. You pay one 

commission to your dealer and you get a net of 15 cents, 
that is perhaps the best way I can put it, take the 

price at Lacombe it is 17 cents, you get for all that 

goes into the dealer a net of 15 cents, a net realization 
do you not ? 

& 16 cents, hire Frawiey. You are referring now to the 
discount we allow the dealer of 1. cent. 

a No, take the posted price of 17 cents and,let us take 
Lacombe and find out what it is, I think I can clear 
this up to your satisfaction, the posted price at 
Lacombe is, well that is remarkable, we will take 
any other place, Innisfail, is 17.8 cents. I was 
trying to get an even point but let us take 17.8 cents, 
that is your. price at Innisfail, 17.8 cents that is 
your posted price at Innisfail. Now you sold to the 


dealer at 17.8 cents lesa 1 cent, that is his invoice 
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Q Yes, that is right and less 1 ceni, that is 16.8? 
A Yess 


@) Then for what your agent, that is sold through the 
bulk agency at some place, Lacombe or some place 
near there? 

A Yes. 

Q And you pay the 1 cent commission on that? 

A That is right. 

Q Ard you realize, you, Mr. Miller, thé British 

American Oil Gompany, realize 15.8 cents .on that 
U2anseét2on te the déaler,!thatiismser ia. it) not? 

A Guite right. 

Q, Now on the sales to farmers the posted price at 
Lacombe is 17.8 and your dealer agent at Lacombe 
make s+*+= 
TH CHAT RAN : Are you speaking of 
Lacombe or Innisfail? 

0 Mrpe FRAWLEY: Innisfail, I am very 
sorry, he selis at 17.8, does he not, that is the 
posted tank waggon price? 

B To this consumer? 


To the farmer consumer and you pay the innisfail 


&) 


agent a « cent commission? 


A We did pay 22> 


Q Well do you pay him @ cents now? 
A Yese 
Q So that you have a net realization of 15.8 cents on 


both of those sales? 


i\ Quite correct. 


”* * 
‘ * 
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So you seek to recover the same for all your gasoline 
really and you do have a net realization on all your 
gasoline out of the Innisfail bulk plant of 16.8 cents, 
on that particular kind of gasoline, whether it goes 
to farmers or dealers, that i8 true is it not? 
Correct. 

Then because the price is the same, the price 

you charges is the same, it is said that the farmer, 
because he pays more in the end, he actually pays 
more, while you get the same net, he pays 1 cent 

more than the dealer pays, then he says that he is 
paying for any difference, any extra service that he 
gets by way of free delivery over and above the dealer 
transaction, that is the best way I can put it to you 
to explain to you tne force of the contention that the 
farmer is not paying at all, or rather that he is pay- 
ing, that the farmer is paying 1 cent more than the 
other half of the trade, namely the trade +57 dealers? 
THE CHAIRMAN: well the 100% dealers 
have to sell it to the public as I understand you, 

he gets 1 cent. 

iR- FRAWLEY: | When the 100% fdealer 
sells to the general public. 

THE CHAIRMAN: He gets 1 cent and 

when he sells to the farmer he gets a. 


mike FRAWLEY : By way of commission? 


-THit CHA TRILAN ; Yes. 


MRe FRAWLY: No, because the 100% 
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dealer is over on the retail side, the agent. 


TH CHATRAN; All right, take the agent 
then. 
hMRe FRAWLEY: hire Willer's agent at 


Innisfail sells to two classes of people, the farmer 


and the dealer. 


THe CHA LiMA N; The farmer and the dealer? 
luite FRAWLAY : Yes. He sells to the 


dealer at 17.8, less 1, and he makes a free delivery, 

if you like to put it, he makes a free delivery from his 
bulk plant which might be 10 blocks up in the town and 
puts it into this service station at 17.8 less 1 which 

is 16.8. The next minute he sells a quantity of gasoline 
to a farmer GOnsumer and he charges him 17.8. No rem 
duction. Wow those are the selling prices. iir. ijiller 
gives different comaissions to that man for those two 


transactions. 


THE SHA INMAN: what can? 

igRe FRAWLZY ; To that agent. 

THE CHa Ttuals That agent? 

MRe FRAWLEY: Yes, he gives him 1 cent 


on what he sells to dealers and « cents on what he 
Sells to farmers. 

THe CHA Iti N: So the farmer says if I 
din entitled to be clessed with the dealer I am en- 
titled to be put in the same category as the dealer, 
30 therefore I pay 1 cent for my delivery. 

WR. FRAWLEY: As to price. 

THE CHATRWAN ; Yes, if I am entitled to 


buy my gasoline at wholesale I have paid 1 cent more. 
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Re FRAWLEY: Yes. 

THe CHALTRAN: And the question is 
Whether or not there is justification for saying 
that he should be treated in the same way as if he 
were a dealer. 

litte FRAWLLY: That is right, because 
take another class that I think bears right on this 
and I think you should keep this other class in mind 
in gonsidering this, Wr. Miller has another class of 
consumer, he has the wholesale grocer und the packing 
plant, what is called the commerical consumer. On 
sales to him he pays the posted tank waggon less 1 
cent, LOOR. 


THE CHA Tia: The same us the dealer. 


as 


itits BRAWLEY : he sate as the delaer. 
He puts him in the same class. 
THE CHA TAMAN: Aud the farmer's argument 
is that he should be in as good a condition as that man. 
pine FRAWLEY: Yes, both vor them “are “in 
the same class according to them, that is quite right. 
THE CoA TRmAN: And if one accepts the 
view that he should be treated the same as these com- 
mercial accounts or de:lers then he is paying a cent 
more. 
WR. FRAWLEY: He is certainly paying a 
cent more although peculiarly enough, because by 
virtue of the different account, the comp:ry gets the 
sane realizgution. 


nike HARVIL: You are comparing the 
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farmer in that case to a 100% dealer and the farmer is 
not a 100% purchaser. 

MRe FRAWLEY: I ami comparing him to the 
consumer. JI am keeping it to the farmer consumer and 


the wholesale grocer consumer. 


MRe HARVIE: dnd both those are not 
100%0. 

fhe FRAWLEY: Un m0, the rarméer 15 not 
LOOU%0. 

WITNESS : What iire Harvie says is 


Quite correct. the dealer in order to secure the 1 cent 
discount buys 100% from that one supplier. The farmer 
may buy from the one supplier today and a different sup- 
plier tomorrow or next week. 

nike FRAWLEY: That I know. Now let us 
analyse that ---- 

On the other hana, whilst you say, Mr. Frawley, there 
might be so:ie thought that the farmer should have the 
same price as the dealer, the dealers throughout Western 
Canada consider that in view of the quantity they buy, 
compared to the farmer consumer, that they should be 
securing this preference in the price. As a matter of 
fact the dealers have agitated or did agitate for nany 
years that thoy should buy at the price of 2 cents 
better than the farmer in which case they thought that 
they would be able to sell the farmer saie of his re- 
quirements; in other words they felt that they were a 
dealer and in business, paying taxes and business taxes 


and so forth and consequently, they should have a better 
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price than the consumer who was not paying any taxes. 
Whe FRAWLEY: That is right and I have 
thought that, if that iv of any value too ana that 
is why I found something so strange with respect to 
your practice of giving the commercial consumer, who 

is not in business, who is not paying taxes as are 
dealers, who is not part of the cil indsutry, you give 
him the same discount as you give your best dealer who 
is sticking to you all the year round? 

THE CHATRiwA N: and he, as I uncerstand, 
does not contract tc deal exclusively with that 
coulpary 

wRe FRAWLEY: No, and I want you to 
follow tint out. 

Yes, they doe The consumer does, iire Chairman. He 
agrees, he agrees to purchase 100% from us, that is the 
commerieoal consumer. 

THe CHATRWAN: He does. 

WLINESS: And in consideration for 
so doing he reecives 1 cent, the same as the dealer, 
off the posted tank waggon price. Now the difference 
is, I think, between the commerical consumer and the 
farmer ccnsumer, is that the commercial consumer is in 
business, he has a business tax and other taxation. 

The farcier has no business tax and at the same time that 
commerical consumer is buying that gasoline not for re- 
sale but for use in his own trucks and cars as the oase 
may bee He does pay business tax, tir. Frawley, and the 


farmer does not. 


MRs FRAWLEY: I do not know how far we 
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are going to pursue this, but let us pursue it a 
little further, you say the commercial consumer gives 
you an exclusive contract? 

Yes. 

Frankly now, u:re willer, is there not a considerable 
variation from year’s end to year’s end in the nature 
and the asount of the gasolines which the small 
account will buy, providing, as soon as he owns his 
equipment and when you have no more hold on him he 
gces from you to the Imperial and back again to you, 
ae he sees £it,-is that not the fact? 

No, I do not think it is. Our experience with com- 
mercial consumers is about the same as with the 
dealer, whether he owns his own equipment or not, that 
is whether his equipment is paid for or not. He does 
as a sule buy exclusively from one supplier. 

You know ore about these things then I do and I take 
it there is not mvch mortality in your consumer ac- 
count 8? 

No. | 

Then I put it to you this way, if a farmer would come 
to you on the lst off January and would say "I will 
contract with your compeny, tire tiiller, to tuy all my 
petroleum products, I will enter into all the con- 
tracts you like", would you treat him just the same 
as the commercial consumer, you have satisfied the 
question of the exclusive contract there? 

T hardly think we should. I think the commercial 
consumer, having to pay more, having to pay his license 


on his dispensing equipment, his investment in his 
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dispensing equipment, the fact that he is huying by tank 
waggon load, in larger quantities---- 

Q Let me interrupt, you suy the wholesale grocer,whko gets 
from you a tank for his own truck, has to pay a license, 
oh,surely not? 

A He has to pay his inspection fees ard so forth, which is 
90-00 a year. 

Q Inspection tc whom? 

Ji He has to pay the Weights and ileasures inspection. 

ia, Oh yes? 

A find other incidental items, repairs on that equipment 


ey 


and the commercial consumer would probably purchase 2 
or &6 or 4 or 5 thousand gallons a year, while the 
farmer consumer may purchase 500 to 1000gallons a 
year and that 500 to 1000 gallons might constitute 
about 8 or 9 deliveries, to that farmer consumer 


gainst the commerical consumer, his 3 or 4 thousand 


$5 


gallons might be delivered with just maybe 8 de- 
Liveries; in other words three or four times the 
quantity and three or four times less deliveries. 

Q You may be speaking, there are coimercial consumers 
and commercial consumers hut let us talk about these 
small ones, because in the Province of Alberta there 
are commercial. consumers accounts, very very small 
operations, operating, an undertaker we will say, 
with one or two units, taking very small deliveries 
at very infrequent deliveries, and you sell him at the 
100% price, is that not so; before we come to the 
conclusion, state what the fact is, 1s it or is it not 


the policy to sell it to any commercial consumer who 
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will offer to buy from you and’ install in his back~ 
yard dispensing equipment? 

A Yes, we will sell to any commercia? consumer provid- 
ing he has equipment that we can make delivery to but 
I will say this, ir. Frawley, that our experience is 
hat very few commercial consumers will make the in- 
stallation of dispensing equipment and aaintain that 
equipment and pay Weights and Moasures inspections 
yearly or any other incidental costs in connection 
with it unless he has a fair volume of gasoline to 
purchase each year. 

Q Yes. Now ifr. Miller, you know what is happening, a 
great many of these commercial ccnsumer accounts are 
not buying frem the oil companies any more, they are 
going to the service stations aud getting a concession 
from the service station operator on the strength of 
their being able to say if the station agent will not 
give the concession he can go to you and get it, is 
thay) UO e0lng. on, Or is lt? 

A What we find is that the large commercial consumer who 
puts in equipment and nakes larger deliveries buys by 
tank waggon methods. The smaller commercial consumer 
you refer to, like possibly the grocery mun who has 
only one unit and making local deliveries, he Goes, ag 
I said ir my evidence the last time, make special 
arrangements with some dealer to supply him at maybe @ 
cents off the retail price, whatever that retail price 
may be or 2 cents over the tank waggon price. 

Q Or course you know there is, that the retailers compliin 


very strongly about this question, there are two re- 


Y ieee eh. sec, tte: en rs Atay sta wee 
a ‘ane Dts 200. ‘tat: & Verlwgties Sua ata: yas i itw Te 


7 ie 


ait ant Wee i fiw arcamnesy 10 slag Dyeeworian wor, eter. 3 ed:* at 
faadd. adie Sia doe Oe au tensae he od not talieta, 
was die wail 8 eva ae ‘pres. ‘arch ml. 4 wi. bites? +a “ 


Hine: sR yD) Sf 8 te an ph tetbs Ga? “gedta Yee ste’ 


hae ini das te PAE) few Kae ete * A il ah: a Lote: wt. AtEVe., 
108% 4 Ana saahoLng ; 


hse int et lo al a Na aeLiee sD wow: at) a 


re “aeoees oF risevmine sep é POG aie to Uren. Fs GOTR~. 


; nausas, ets Vit. Aa ee aaa Ets. ane BIT ‘gabeed von: 
; oxtoke $923 a) i> ko Fy bie anas tage hs ieane. ad > ae galon. a 
tc tiwtidsad? ao. coberegg aeteRts picriee: Bae EY 
M Prarie hiiau 2 :éedax egh ehh a2 Ree. ot ehde awed ktedd® 
oc ° das, Sette ey OP: dy z Bie wk afi he hapgoiten. ett: ‘etty, 

| ttdled >to. “a sites tat atl, 
re aceon “aban e ein. meee tes ond - dane’ E at : be rb ew, tomy | 


‘fg oRia oe kenrE? 365 apnG8. nga, Betis: dani uag ab: satis 


—e¢ —@ 


eaedecian reso welt aul othe ed. 


wip aerate v eeevav hie. ee ee a 

: " fatioate pat eal oe } 
@: ‘epee v2: whee’ 
— bbieg: btn: ae 


A-Heiwiller 


CS 
13 ~ 13,551 - 


tailers here from Hdmonton to give evidence and s0 we 
will have the benefit of their evidence but you know 
that is one of the things they are going to talk about, 
that is, it is part of their business, it is their 
business that you people have taken away from them 

by allowing this privilege, giving to the commercial 
consumer the wholesale and the 100% wholesale price. 
Now you know that is their complaint. Now while you 
are on the stand I would like the Commission to have 
the benefit of your views about that? 

Q THe CHA Taia N: Just assuming for the 
moment that you are right in the operations in that 
respect, what is the point in giving special rights to 
commercial uecounts or farmers either, over and above 
Other people? 

A Well I think the commercial consumer price is based 
on competition, Mr. Chairman. 

Q hirte FRAW LY: How do you mean? 

A I mean if the commercial eonsumer can buy at 1 cent off 
at one company he is not liable to go to some other 
company and pay a higher price. 

No, but why? 

q THE CHATRMAN: . Why should any company 
prefer him, prefer him to the ordinary notorist? 

Q Mike FRAWLEY: Why should he not be done 
away with, by statute if necessary, this discount, and 
is there any inherent virtue in it at all? 

A You mean to the dealers? 


No, these commercial accounts, why should the Swift 
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Canadian Company not go and buy their gasoline like I 
have to go and buy mine, at the service station, that 
1s putting it bildaly? 

Well you have two classes there, kir. Frawley, you have 
the larger consumer, when you get the people like Swift 
Ganadian, these people buy at consumer tank car prices. 
Consumer tank car prices? 

Because they buy in tank car quantities. 

And they get tank waggon service and buy in tank car 
quantities? 

No, the t&DK gr simply delivers to them on the rail- 
way siding and they make their own deliveries to their 
own storage and supply their own equipment for dis- 


pensing it. 
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Q Well Uhat 18 68 rether lerge opsretion, I did not 
Know that. I thought that the Swift Censdiean in 


Edmonton enyway hed their gesolins delivered to them 


in tenk wagons into their underground storage? 


A They possibly have but in the cities -- 
Q Perhaps you ere talking ebout these big opsrations 


in Toronto. But what we heve here in Alberta. TI do 
not know of any commercial eccount that is teking 


tenk car gquentities? 


A If there are there would not be mony. 
a) i think We cen say right now there ere not eny. So 


Why @ive thesé bDusine&ts firms, small end big, and It 

is the small ons I em thinking of, beceuse the question 
of quentity discount does not come in and could not 
POscsivly come~in. “L ventvure to Say thers are comnier-— 
ciel accounts taking a negligable amount of gasoline 
rror your company or some Other ‘company and still tac6y 
are getting this under the posted tank wagon. The 
posted tank wegon less l¢. Thet is a thing thet frankly 
I cennot understand, Anyway answering the Chairman's 
Cisse; Lom, wWiere Le the Virtue Ln it or is 1b a vices 


you have to follow elong with your competitors? 


rf 
4 


A Tt has elways been the general policy to deliver to 
a commerciel consumer at the same price es we deliver 
to @ dealcr: But coming back to tne fermer Consumer, 
as I sey he buys in smell quentities. He gets a delivery 
service; There ers credits and othir things that enter 
iaion due) Ll COOOL Lhink there will pe veny much ob- 
jection to the deeler with a large investment and 
péying business taxes end so forth -- 


Q You meen the commerciel consumer account and not the 
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Miller 
desler buyihe at l¢g less under pocted tank wagon.Stick 
to the comperison of the two consumers, the business 
firm consumer and the fermer sch eee | You spoke about 
free service. You do not meen to draw that comparison 
Hews the tpays for phet. 
There is one thing you might have overlooked. The com- 
merciel consumer is really all city deliveries. While 
we deliver it is delivered in the Gity. we ere not tak- 
ing it out to the country on highways and byways and 


making delivery. 


MR. COMMISSION SR LIPS&ETT: Ll suppose ‘thers is another 


thing, Mr. Miller, when you déliver to. the commercial 


eonsumer, Prom then on he Was to give the service to 
Zou EP oOuL of The pump... I tae Wiese Gi ine croinecy 
buyer,like Mr. Frewley, the retail dealer gives that 
Service to ¢6et it out of the pump and put it inte the 
car. 

That is right. 

MR. FRAWLEY; Just not taking me 

not quite so far. Leaving it with the Farmer consumer 
and the wholesale €rocer consumer. The farmer takes 
it. tie has to dO his own dispensing as well as he can 
and the commerciel consumer has to too. That is a 
pretty good comperison. I wes going to pursue one 
thing more with Mr. Miller. You say the business man 
pays taxes and the farmer does not. Thet is a pretty 
large question. 

Te lie an itém thet should she) considered I ‘think. Then 
6n the other handvhéere is 6 commercial consumer providc- 
ing his own storage and his own pump facilities and the 


main thing we are interested in is the storage. We take 
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Ai Hi Miller 


our tank wagon and it is dumped into his tank like we 
do a dealer. When we sell to farmer consumers we have 
to supply him with the storeee for thet product, 

MR, COMMISSIONSR LIPSEATTs Whethersat) leydysume.or 


whatever 1t is? 


A Yess 

A) mpupposineg! a Tarmer, Mri Millers=- perhaps, Lam interrupt= 
ing) you? 
MR. FRAWLAY: No L think I had finished, 
MALY COUNT SSDON TR: LIPSSTT Supposing a farmer on his 


own premises was willing to put up a pump in the same 
way thet an industriel consumer customer does, would he 
then get these terms or would the ex vre delivery come 
tuto lt iipribe vcase of S Dearners. 

A Not unless he wes using it for a dual purpose; that he 
was using) that pump and underground storage squipment 
for his own consumption and in addition was reteiling 
so Olher consumers. 

Doing the same thing to help you out? 

A in other words you are putting him in the class of 
dearer, He would have to be in the clase of a@ dealer 
to secure the lg discount. 

Q There sno such thing’as a4 farmerypeying for the pump 


and getting the consumer discount? 


A NO tar. 
MR. FRAWLY: If he wanted to though, 


surely if I vanted to go into business and buy @ pump 
from you and put it up in my back yard you do not show 
any distinction whether he is an industrial consumer or 
just an ordinary consumer or a fermer consumer. 
A I think Mr. Commissioner wes thinking of the farmer who was 


buying @ pump and e tank and would he gst the lg dismunt. 
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PPeeid S10. 


a) 3ut you would be prspered to ssll a tank and pump to 
a fermer? 

A es. We would ¢ell it to him for cash if we had it. 

a} Then we have e pretty sxact comperison. we have in 
the eity an industriel consumer and in the farmer 
en agriculturel consumer, each one willing to go to 
your oompeny end Duy e pump and tank. You would sell 
to both of them wouldn't you? 

Z Yes we would sell to the fermer, if we had the equip- 
ment we would sell the fermer @ pump and tank. 

2, then we have the farmer and the industriel consumer 
Wid a pump Bid tank, You Say 7ol would sTriyul set 
co cules Larmer et le more Vien “Lie oO ier 16 ilo. 

L Yes, 

& Vie you have to reduce ell your reasons vo whe face 
the men in the city pays taxes and the fermer docs not? 

A Lee, 
MR. HARVSY: Plus distence of delivery? 
Se toot” LEMEN : ; And volume and ease of 
delivery? 

A And free drums end so forth. 
MR. CCVMISSIONER LIPS&STT: And what? 

A Freee drums. 
MR. FRAWLAY: No tut we have aliminated 
thet. 
VR, HARVEY: You nave only Gliminated 


bie oy Gf8..-10 1S nop ths precuice, 
MR. FRAWLEY: Il want. some concrete sub-—" 
-- 


missions to be mede to the Commission so thet they may 


make recommendetions. 1 am putting it to you frankly, 


ere you prepared to have this Commission recommend that, 
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Miller 


by Legislation or otherwise, if a farmer will put in 
the seme facilities as the commercial consumer and will 
sign up your contract as 8s commercial consumer, that he 


is to buy at ths seme price. That is putting the matter 


_Unink 1G is only a matter of pellioy.. I doubt very 
muon if une policy were sdopted by the ol] industry 
whereby a farmer putting in underground storsge tanks 
fi ou Tecilities, thet he would Meceivs One cant io, oe 
I doubt very much if there would be very many put thet 
equipment in. 

But i want to analyse the oil company's mind. we cannot 
CoG oul in one bite. whet We your e..titude? oWiat 
Moa youd IT you were delivering. Whe tb distinction 
must there be? 

ferceuy tink Lhe dealer -= 

Wo mop & dealer. 

You spoke of a dealer getting one cent off. That is 


vVour e¢omperison 6b Innisteil. The dealer gov one cen. 


Off ss egainst the farmer. You made thet compericon, 


Mey Wee tor e difterent purpose. 

tT reslly think a deeler in buciness should buy Petrol- 
eum products at e lesser price then 6 consumer. 

You think thet? 

tT think that because for any merchandise I think the 
averege consumer in any merchandise has to pay generally 
more then the dealer. 

peact Ly. 

Because tne deeler is reselling it. He.is in business 
Loe tae PuUrposs.. 

Then why sell the Western Grocers in tdmonton at the 


same price thet you sell to your retailer. Thet is what 
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{ am asking sbout. You depart from that. 

A No I do not depart from it. You started out by making 
the comperison of the deBler et Innisfsil as compared 
te thervflarmer. wWhy-.should weasel to-thesdealer at 


One cént Lees then we sell toothe, farmer, 


Q Chis Gs 
A Then you also asked for the same comparison with the 


commercial consumer as against the fermer consumer. 


Yes, = 


a) 


A fH puteit to you that) at seems to: beariehteand fetrithat 
a dealer whose very livaihcod depends upon buying and 


selling your products should get it at a cheaper price 


Lian the consumer. «That seems Logically fair. 
Q You do not follow thet practice. do you? 
A I said’I think any dealer regardless of whet merchandise 


he buys end sells, should buy thet merchendise at a 
lower price then the consumer, 

Q Yes and I think he does. But we find thet does not pertain 
With regard to gasoline. 

A Yes the dealer does buy et a lower price than the farmer 
consumer. 

9 Put.i 18 the industriel consumer: 


The industrial consumer buys at the same price as the 


oa 


dealer. But, Mr. Frawley, the industrial consumers in 
the Province of Alverta, I do not know how many there 
would be but I think you may have some figures. 

2 we have a list of them. 

& There ere only just a comparatively few compared to the 


fermer consumer. 


Q) Ver, 


A And as I said he has his equipment end we make tank wagon 
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dolivery and the delivery is made in the town. ye have 
not got to loan containers. We have not to extend credit. 
We have not to make deliveries in the country. 


My position is simply this, I put it to you that you should 


i>: 


be consistent and deliver to the commcrcial consumer at 
one cent more than to doalers or either abolish that 

or sell to commercial Gonsumers, agricultural consumers 
and any kind of consumers with the one cent off. But do 
not draw @ distinction between clesses of consumors. 

A I do not think there will be very much difficulty in abol- 
ishing the discount to commercial consumers because there 
are so few. If we decide wo are going to sell to the 
commercial consumer at the posted tank wagon price he will 
ho Goupt pay that price. 

& Hither that or bring the farmer consumer and all consumers 
downe It soems to me you are in an impossible position by 
preferring one kind of consumer against another. I am not 
talking about quantity discount, If this policy were built 
up on the question of quantity that would be a different 
matter. But I suggest to you we ecén find by going through 
our list of industrial concerns that buy a negligible 
amount of gasoline from you and still get the one cent off. 

A There aro some industrial consumers that are buying fifty 
and sixty.thousand gallons a yoar. 

C There are some yese 

A Several buy in vory very large quantitios. 

MR. NOLAN: I think the industrial 
consumer did not originate in Alberta? 

A Noe 

q It originated in Hastorn Canada end volume was the reason. 


A Volume was the reason, 


: a Tal 2 ¢ 
m a ees aa 
vu vy, ’ 7. 


| i 7" ‘i ae : a a i Re he a bi oy hy 
Wie | w ek oe mE 


ov aft wi nae, en nt BR eOT m, 

7 thers bastxe of fon ae at Bu 
Nie seEtduet elo" ab sonivvl Leb. ‘sda 08, 3 
Aivaite vor tate doy. ot WP vor tate prerar “eh 
fe Sennones abo it pie ot sevlied ‘ta j : 
rat wed iove. vont Fe: no. exo Lead of nade ap ieans tikes, PE - 


Anew HTS tate Fluo leye ce eneaED Latoyennes. aaa 


bel 


ab... : Payee aii) anit’ as ha ‘aveouandie Te. baba ties hoe. 
sy sd a ee: Ve 7 


ane: nireit %e “inl sie aad: agi@vattarb, * wer Misa. 


Ry mA sy cr) 
aw, ¥ pe 


«Sdn i (tit Wht ue ssh NetaY ad’ iste wegiiie Antat. Jan, at, E a 


reve 


wf 4 e a . s ay < mae aa Beaes Pia | 
eseMy: ‘SwTAge 4 2a Hine) wae ‘abe xemmew! bi falooekh- aiid phdet ane 
Pree ay ta ee . ag ry Ee at ae ° Te we Ak ; As 7 
co Oi ae siees ry = *) sav Hig _ 
Lag a eB ane wh Lop ee al «poy ‘pbtbe Me h 2 ae * ba oe etn : 
rf : 4 ontun no! ‘evr stan i Me ma ad "Ba gapaygatoo ebozenno. 


pried vei Pouot: oH 
Buy Tie." ije Oe, *emeecuD vayitet Meise, el tantt, sade # 


Mi ye es - 


vd malpiseg widteeqyal ae ae ie om ran 9 rama ae. pate 


toy wa : molions ane been apt usages ‘Yo: watayan® ig taeotore 
ae Se avi shied gd 9 -tnupnens ettineye. thods. ata tet a 
BENG 5) Ee OS Py arc” Oe nd 7 
fi J genet ett eed Dbhdow Age Loe %o “nedtesyp odd (89° 3R 

Aina sid itor td ts Le 9 cm ee Yauaene » 0 Marta a 


sEclity five” a: wit ascii kepepeubad to Parl nO |) 
sre idan etio wit tay ta tit Ane Worx nod antcociqyn genes = 
ie eae) atta one ce Jerson, sean cs baie iets sai" 


4 
- ie ~! 
Sar: , 

‘ ac 


fie) 


8 
: ’ “13,560 
A, H. Miller 
Q And ease of delivery? 
A Base of delivery, yes. 
Q And thet was true of the big cities of H#astern Canada ? 
A Yes. 
® ~ And it became part of the operation of the Industry 


did it not and spread as the industry spread over the 
country end thet is why we have it here? 
A Yes. ror AN Shane, Pham at least the Lerge coment ial 
eonsumers in Western Crnade on netion wide Brn lied wore 


Q Yes. fnd they demand the treatment here that they are 


getting et another branch elsewhere? 


A Yes. 

Q Where the ¥o lime may be bigger? 

A Diets 2S QuUive ri geht. 

Q There was net—any conflict in the Bastern states as 
between the commercisl customers end the farmer price 
ao mete 18 out here,.  Whel Gid pnoterise Cid ite 
MR. FRAWLSY: It arises here. we have 
@ peculiar economy. 

MR, HARVEY: Thet does not arise be- 
ceuse the fermers have not got tanks. when they do 
ot they Pine it willbe Gesli win, 

A cur policy is the Seme in the west as it is in the east 


as Tér es the farner consumer i's concerned... The.fermer 
consumer in Zastern Cenada pays the posted tank wagon 
price the same as he does in the west. We do not make 
eny allowance and meny of those fermers in the Hast 
handle far.greater volume then some do in the West, 

MR. COMMISSIONER LIPS&TT: I suppose in practice, 
Mr. Miller, the question of a fserm2r putting in a tank 


on his farm soercely ever has arisen out hers, has it? 
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Miller 

=1e ob L= 
Very very few. 
It is not a practical question at the moment? 
You mieht find e large farmer, possibly a stock farmer, 
operating a truck in addition to cera maen te 
ELacbhor sé. and, so, forth, might}. putin a. pump, might buy 
@ second hend pump end tank and use them but they 
would be very few and far betwen. 
Would thet be where he was doing some reteiling? 
Ne, theres are some cases where a lerge farmer has in- 
stelled 6 second hand pump and equipment. 
At his own expense ? 
Av G18 OWN espense, yes..In Order tnet, he can keep 
treck \of the gallons that i6¢ solng out.to his verious 
users ef .equipment. 
MR.» PRAWLsY: One more final question. 
VOURENOW ATP bu iS -& DPSCELGG, WREbeVEer. 1) sierieag, .iu a6 
a practices thet the commercial .consumer acoounth hes 
csuced a very upset condition in the retail trade in 
the cities of Celgery endtdmonton? 


say. this.Mr. frawley, thet.l. have not heard oof 
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g.compléaint from any dealer for several. yeers as to 
ournvpolloy in gelling commerclel consumsre at the same 
price they buy eb. 

Surely your ge ompeny is not any different from eny 
oth.r compeny. You know you have retail deelers that 
have taken commercial consumer accou ts end heve given 
then a better price? 

Thet is their vrivilege to do it. 


f/nd we have one service stetion operetor outbidding the 


other service station in getting the commercial consumer 


accounts. we heve these commerciel consumers going from 
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one station to enother, with a better price es they go 
elong. we haves no price stability in the retail trade 
in the cities of Edmonton and Calgeery aud thet prheps 
is the very reeson why I did not undsrstend when you 
were on the witness stand before, that there wes not 


(aes 


eny retearl rice 1h the “cities or Gale 


is 


ary and idmonton, 
If there is any such situation I suggest it is the ecom- 
merciel consumer price thet is the reason for it. 

MR. COMMISSIONSR DIPSsaATtT: How does the retailer menage 
to get the commerciel consumer seccount if the commercial 
consumer can buy at the eeme price es ths dealer? 

fe 1 @2id, Mr. ‘Commissioner, a°commertlal’congumer inet 
buys from the dealer is gen:rally a man thet buys in 
very smell qentities end only hes one possibly 

smeli delivery unit. The only people, commerolial cen-= 
sumers thet buy in tenk wagon lots sre those which have 
sufficient volume to warrant an investment in pump end 
tank to dispense it through their own equipment. They 
are not going to meke thet investment unless they have 
surficient volume to put in the tank and othsr equipment. 
They ere *soing te go tn some preteller and make some ar- 
rengement with him 6nd | possibly two cents over the 
tenk wagon price. 

Inetead of putting in the pump? 

Yes. Rether than meke the investment in the pump end 
equipment and have to maintein it end pay the weights 

and meesures inspection every yeer end all those things. 
tn other words i% Us the threat of being ebls to get 

this commerciel consumer price thet enables them tn 

meke a better desl with the retailer? 


Well I do not know whether it le e thr3at or not, 
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I do not mean that in any offensive way. It is the 
possibility. 

I think it is thet the average retailer is open long 
hoars and neaturelly he considers that ea commercial 
consumer buys far greater quantities than the ordincry 
motor car buyer would end with that he possibly has 

the opportunity of selling other associated lines, 

such as larger sales of lubricating oils and gresses, 
end acceecsories and tires, and therefore, he g03s 

ae rs. 

efter vuhet business with a viewpoint of using the 
gasoline price es a leader to secure sales of the other 
Lines which he carries. Gasolinsé we find today 411 over 
Cenada, and £. think if is true. from report] we have if 
the United States, thet meny deslers today. are using 
Besoling purely @s 6 leader To make prolivy.on the eesoc- 


thet they sell with gasoline, such as tites 


ijated lines 
getting the Lubrication, oil and sperk plugs and 

Sen bolle Bnd other accessories. 1 still tiink however, 
thet a desler should tuy et a lower price than the con- 
sumer. 

Wes FRAWLEY $ HUxXcepting certain ind oT 
consumers? 

Well they ere vary very few Mr. Frawley. Commerciesl 
consumers, I do not know how many there are in this Prov- 
ince Dut very ety fant commerciel consumers with pump 

and squipment. You will find that the majority of those 

are very large consumers. 

THE CHAIRMAN: Do you think it is sound 

to limit the people who may be deseribed €S commercicl con- 
sumers to those who buy in quantities which the dealer 


would? 


Well I think this, Mr. Chairmen, that the discount to the 
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commercial consumers should only apply if he has suf- 
S1le@lent yolume of business to warrant it)’. In other 
words if one of these lerge transportation companies 

or teke the Swift Cenadian end the Cenada Packers, us- 
ing forty or fifty thousend gallons « year, if we could 
sell those people at the tank wagon price less l¢ we 
would rather do it then see them put in tank facilities 
and buy et the tank cer. 

MR. PRAWN LAY $ You Know thet does not 
Cer ero. i) ne Provinces of Albertey You know thay. 

You are speaking from the Lead Orrice. 

It would pertein, Mr. Frewley, with many consumers or 
COMMerclal GCOnNSumer=s In the Proyinee of Aloerta. For 
instance take the traensportetion and cartegs companies 
and take the Swift Cenadian. iI would venture to say 
thet if the ,Swift Canadian had to pay the retailers 
price they would put ina storage tank and buy in tank 
Ger quantities and dispense their own because they have 
enough money to do it. <A men with fifty thousand gallons 
Volume has Tive or Six wank cars 4 year. 

MR. MCL*CD: You know something about 
general business conditions I supposes, buying and selling 
in this Province and elsewhere, it is the practice for 
instance in sales to mines that they get e better orice 
for their supplies which they consume than I would have 
to pay if i went to: buy. Theat is 8 Tact trom your know= 
ledge of gensral business conditions. 

You say thet the mines could buy et better prices than 
Vou Could, buy for. 


Yes, surely. 


T would think so heceuse they buy in greater volume. 


‘eoiten ait” cult tatu OH 
bemmatpeeauritts chon: * 
Atos ai Sy ‘bio eben gle ichod ae a | 
Dias on fey 4 “anolileg Bhowi 3 bees wns z a ‘ uae’ 

Gas pe pile oo) eat il Meet eit ts eiyooy ‘exert ee 

Be RMELLIOND ass ae pron’ 286 feet or ab q tier, Aeon 

ee ai iid 4a ee ‘sea 


fon geal fea war a oY 
ene aaa gay eran 1A sanvoet ed a shina 
63 erst Bae! ant sae si idede ers easy | 

to Stomenago yaaa oie , eelwatd oa dieting ey bhiew aE * 


an ae. artes = 


“On eres! ha 0 a WOed aad ai si hibivalis 8 24nt 


setmerned onesies Bis sors antag anit a vias saiia vat 


I 


2 r 


Wee OF aE Fe? | DA ais 3 sha ih shah Fie att bites 
PUGLISI GY Weal ie be aah) ast Pe vad wt fad 
ates 2h ged fea~ Hi a eqviote eae rag Lb yes oe 
wine Welle eaketes aie’ ‘oes eatouike S48 sf ian ee ad 
EGE ES Bers aitel ee ves re w cals & st ob of yeaoit daubee 
oe yaa eid en é cal Gl 
tyke avon whe BO taser me 
BREESE EE PS eee i _ arid Fabs! ai feud: ‘con 
Tat soldat: Ine Bd TE area? reat a veinont oe ea 
suite TAetRne 4 | ass | 


eved: Baton TL eet emvinagieee - piper 


ots 
1 

y ; 
at «4 
ie 
; ee 


Eee. R 


—. 


soviet 
aeaity apeckte:, ceied 24 ype 


iM 


rs 


& 


Miller 


Yes and there is the question of credit and so forth. 
They are on the wholesals list. 


MR. FRAWLEY: The question is whether 


‘ 
. 


they should be. They use the big stick and they say, 

"We never bought anything retail in our lives end we 

do not intend to for gasoline." and you follow right 

along but the farmer you put him up. 

Bo, eel0 heretororo | eo not Tolun you. id oT aiden y 

industry thet buys any merchandise at the retail price. 

Vi Cel LAMAN + uxcept it ought to be 6 

matter of volume. what does it metter whether you call 

a mien 6 Laermer oF 6 COMmmertis | eocount ore 2. .coe l mine 

Gr anyibineg else. sre you comGeried for selling cheaply 

unless he 1s buying In qusntity., Why should. e Tarmer 

who is buying very little gasoline be preferred es against 
eny members of tne public. And equally, if he is buy- 

ing in grsat volume why should he not have the samme prefer- 

ecce thet you give to, other people in all waeiks of i11f6 

who buy great quentitiss? 

Well we meintein one policy in the various classifications, 

A farmer consumer whether he buys two thousand or two hun- 

dred 6 year secures the same price. 

Your tind 1% precii Cole to provide people bY their oceup— 

ations re ther then by ths emount. they buy. 

f Grit eo Sir, Vos. 

ie ri SAU. 

WR. COWISSIONZR LIPSITT: Il suppose the industrial 

consumer in a way is really buying a gasolins and re- 

Selling 1% as part of his Tindehed product? 

MR. FRAWL SY: Thet may be said likewise 


thet the farmer is only buying it to harvest his crop 


and. sell Hie crop. 
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THES CHAT RMAN : All right Mr. Harvey. 
MR, HARViHY: I. think you have finigh- 
ed that part of your brief. Now ths next section is 
the Montena situation. 

aK This picture of Montene thet we are going to present 


has ae two fold purpose. One is to clear up any mis- 
understanding cs to the price basis end policy of 
price in the State of Montena end the other is to snow 
that they are comparable to our policy in the Province 
of Alberta, and in addition to show thet the price in 


Alberta, the tank wagon price, is lower for an equival- 


ent soilony einen, 1b, is an Whe Staue of Montene. 
BUN RY - AND WOLD AE De al BUEN 
together with 
POSTED “DANK Wecow SND SST he Pal css 
We submit as Sxhibit No. 619 &@ map showing the dist- 


ribution in the State of Montena, together with the 
Peeted Tank Wagon, Prices. as at July 20th, 1939, This 
may further convsys the following information: 

‘MiP IS NOW M’RKED EXHIBIT #619) 

(ea) Four Bese Refinsry Points (colored blue), 
together with the besic tenk .agon prices as shown 
covering sthyl Gesoline, tg" Gesoline and white 3rd 
Structure Gesoline. 

(bo) All other Refinery points es saown on the 
maps are colored brown. 


he 


(qh wll "Key" price points ere: colored yellow, 
The pries at these points is besed on one of the four 
besic Refinery points», nemely, Gutbank, Shelby, Lewis- 
Fown and Billines, plus. .freieht. to 6estination. 
Vou Will note thet there are intermediste points which 


are not wmlcred. Thsse points have a price comparable 


to the price et the adjacent “Key” point. In other 
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words, they are located in the tank wegon area of the 

“Rey “ points." That te very similar Pts policy 

in the Province of Alberta where immediate adjacent 

towns secure the same tenk wagon price as the bulk 

pol. 

MR. PRIWLAY: | That is an inland dealer? 
" That is an immediate edjacent town, or inland dealer, — 

yes Mr. Frawley. 

"(d) In addition to the four Besic Refinery Points 

there are 34 other Zones, namely 7,3 and 4. 

NOTH: Zones 1, 4, 5 and. 6, namely. Catbank,. Srebby, 

Billings and Lewistown are the four Refinery Basic 

Posies, the pricss at which, plusiifreieni, toncserinet on 

constitute the tank wagon price at destinations in 

these zones, 

Zones Oo and 4. are besed on Group Uhress plus freiehs 

to destinstion.* I might say before we had any Refineries 

in Western Cenada or before the companies that did not 

have refineries in Western Canada operated they shipped 

their gasoline from Group 3, which is the Refinery Point 

in the United States, plus freight to destinetion and 

that constituted the tank wagon price Wherever it may 


1 


be. 
MR. FRAWLUY: Even in Calgary, that is 
how they worked out the Calgary tank wogon? 

A Het eS rien. 


Oklahoma plus freight. 


a 


MR. COMMISSION:R LIPESTT: Group 3 is what? 
A Group 3 is the Refinery Point in Oklahoma. 
Zone 7 is besed on Portland, Oregon, plus freight to 
destination. 
Therefore, the tank wagon prices existing in the state 


of Montane are all based on Kefinery Points plus freight 
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to destination." In other words exactly the same as in 

the Province of Alberta except in the Province of 

Alberta we have one Refinery Base Point which is Caleery. 

(e) Principal Highways. 

{f) Major Cities end Towns. 

(g@) Tank wagon Prices (in black) shown in wine gallons 

covering each pcint, under grades 1-2-3, namely athyl 

"a", and White, in black rectangles." Those are tose 

squares. 

(nh) Immediately adjecent to these prices are the tank 

wegon prices converted from wine measures to Imperial 
ss Gallons in red, and for comperison purposes with the 


Previnee of Alberta, these are the prices to be con- 


(i) Adjacent to the rectangles are shown tank wagon prices 
in green, These cover sub-normsl prices or ellowances 

where in effect anc are the sub-normeal net tank wagon 
rices on Gredes 1-2-3, namely Ethyl, "@" and White. 


p 
NOTH: Hach of the 4 Basic Refinery Pointwés, namely Cut- 


Oiahiie 


bank, Shelby, Lewistown and Billings, have their respect- 
ive tank wagon areas, es indicated in the sreas shaded 
surrounding these 4 Basic Points. 

In other words these sub-normsel prices are due to some 
local competitive condition existing which created these 
sub-normel prices, somewhat similer to our sub-normal 
prices we heave in Southern parts of Alberte,' having to 
meet this cut-throat competition from Montana. 

MR. COMMISSION :R LIPSETT: You see they are generel -- 


& They are scattered, Some are Aototal . _It is not the 
axtreme. In uther words we snade the immediate tank 
wagon erea, eech tank wagon price is the same as the 


suppl1¥Y point in the centre. That is similer to our 


Censdian operation. 
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In other words, the tank wagon price prevailing at 

the Refinery Basic Point applies to %he town immediately 
adjacent in this arag at all four pointe. 

Dealing with Zone 1, we would call your attention to 
the fact that Cutbank is really the Refinery point for 
shelby, or in other words, Cutbank and Shelby should 

be classified as one Refinery Base Point. Therefore, 
the freight rate in Zone 1 is based on Cutbank and the 
freight rate in Zone 2 is likewise bascod on Sutbank 
and not Sholby; the roason being that the freignat rate 
frem Cutbank to destination in Zone 2 is lower than the 
freight rate from Shelby to destinution in Zone 2, and 
pheilby being the intermediate point is entitled to the 
Same rate as Sutbank. The fact remains, however, that 
at the basie points, namely Cutbank and Shelby, tank 
wagon price is the same and governs the price at all 
points in Zone 1 and Zone 2 which with freight to 


destination constitutes the tank wagon price. 


All prices indicated on the map aré us at July 20th, 1959, 
although there is no official price List available as that 
date. However, to further substantiate the prices shown, 
Woe submit 4s Exhibit Nos = - - ‘eh omeinee ccpy Olea 
official Tank Wagon Price List of one of the rajor companies, 
offective March 23rd, 1939. 

I might say that that official 
prico list was given to us in confidence and I do not want 
to express or to give the name of the company unless you 
require it, Mr. Chairman, in which case I will be glad to 
PaO LU tO YOU. 

THE CHAIRMAN: No, we do not want anything in 


confidencee 
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MR. HARVIE: That is the official price? 
A This is the original official price list. — 
Q That you refer tn in your brief? 
Y¥és, as of March Zérd, 1939, and there its a. caopy of) it in 
each briof. 
Q MR. FRA‘ LEY: Is this the one effective 
Mareh 25rd, 1939? 
A that iS Yight. 
Q It is dated "Butte, Montana"? 


A That is rights 


MR. HARVIB: Mareh 24th, 1939. 
WRe FRALEY: Of course my position about that, 


Mr. Chairman, is that it all depends upon how far this Montana 
Situation is going to be pursusd and if it is going to be 
pursued to the length that Mr. Harvio appears to be pursuing it, 


we will have to know whet company this is that pays these 


prices. 

MR. HARVIE: Do you want to mark that as an 
Exhibit. 

THE CHAIRMAN: Tt @minot marking Ataf 2a seenon 
going to be received for all purposes. You do not want to 


get yourself in the embarrassing position of having plodged 
yoursolves not to diselose the name and then put in evidence 
something whieh will require you to give the name under cross- 
examination and we will cortainly nee ee you (lo iyo gh st 
anybody asks for it. You are not going to be treated differ 
ently from anybody olse-c Hqually we do not press you to put 
it in. 

MR. HARVIB: It might be submitted as a stato- 


mont, submitted by Mr. Millor, a statomont that --- 
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THE CHAIRMAN: : , What is all right, Mr. Harvie, 
but Mr. Miller is a persdn who is subject to cross*examination 
and the first question that one would esk, who wished to find 
out how accurate his information was, "who gave it to you" 


and if he is asked that question he will have to answer it. 


MR. FRAWLEY: To mo probably the serious part 
Gt 1G is .---~— 
THE CHAIRMAN: I de not know, I am not eurious 


-tg know but I am net going to make him a special witness who 
may Withold certain information. 

MR. PRA:LEY: Mr. Miller's memorandum says, 
"However t. further substantiate the prices shown we submit 
as an Exhibit ", shown on a map aprarently, we submit this 
confidential tank wagon price list, so I am afraid if it does 
Hob £0 in,, if you elect mot to put Jt an, in View of wha 
the Ghairman says, it destrcys that mar, doesn't it? 

MR. HARVIE: No, it ie just 6 Turtiher 
substantiation of it. 

MR. FRAWLEY: Then all you have dons, 

Mr. Harvie, is really to take this documont, whieh I will 


hoy leok st --=-- 


je) 
<i 


MR. HARVIE: l say we have done moree I say 
Mr. Miller has satisfieu himself that those are the tank 
wagon prices. 

MRe FRAWLEY: Vell whatever the fact is. 
WTTNESS: Iam going to decal with the 

ma ttor on individual cases further on here where we give 

the actual price as existing. 

THE CHAIRMAN: We are porhaps taking 
unnecessary time abcut it but 1 want to meke it clear that 


wo are not going to do any different about this than anything 
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else. Wo are not receiving informatiun in confidonoo, 

that others cannot have full access to and full information 
about. That is the position we have taken throughout and 
wo are going on wich it and now is the time for you te 
exereise your discretion. 

MR. HARVIE: Yes, I think so. 

MRe Jo Ee Ae MACLEOD, K.C.:; Mr. Chairman, on behalf of 

my client I certainly object to this going in and I think 

so far as the figures on this map are based upon it, unless 
Mr. Miller has gons down there and ascertained these, I 
think information of that should not go in. Further I 
submit, Mc. Chairman and Mr. Commissioner, that this is not 
a matter for this Forum at alle It is the Montana prices 
which might be quite relevant in an Inguiry undor Dominion 
auspices but I submit that this Commission really has 
nothing to do with this question of prices in Montana. 

THE CHALRMAN: Well we have a groat deel to 
do with prices in Alberta and so far as the price in 

Montana affects them we are interested in Shea aae that is 
all. 

MR. HARVIB: You will remember, Mr. Chairman, 
that Mr. Miller, when he was last here, it was at the requost 
of the Commission he agresd to get this informatione 

THE CHAIRMAN: Quite so but we are discussing 
this simple point, can you put in certain information and 
withhold answering as to where it camo from? 

MR. HARVIB: I quite realize that. At 

tho moment if I might, I will talk the matter over with 


Mr. Millor. 
THE CHA IRMA LW: We will adjourn for five 
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Minutes. You might as well settle it among yourselves 
Nowe We want to go on in an orderly fashion and you can 
let us know when you finish your discussion. 


(An adjournment of five minutes was here taken.) 


THE CHAIRMAN: Well Mr. Harvie: 
MR. HARVIB: Mr. Miller is prepared to give 


\ 


the source of the information. 

WITNESS: I find, Mr. Chairman, that I am 
within my rights, as far as the supplier of the price list 

is concerned, to present it and will say that this is the 
authorized price list of the Continental Oil Company as at 
that date covering the names of the noints enumerated thereon 
and supplied to us when we went to Montana between July 20th 
and July c7the 

THE CHAIRMAN: fll right. 


(DOCUMENT PRODUCED HERE MARKED 
AS RAHI BET. "6205.4 


MRe HARVIE: fill Cieht, Me. Millen progecas 
Since that dato, that is March 4édrd, 1939, with few 
excepticns, the Tank Vagon Price has inereased g¢ per gallon, 
or in-othor words, the priees as shown on the map are 
approximately one-half cent per wine gallon higher than the 
original tank wagon price list that became effective March 
ord, 1939. 
The Aiererentiels betwecn the varims grades of Gasoline 
are as follows: 

no" Gesoline Tank agon Price is 1$¢ lower 

than Ethyl Gasoline; White Gasoline (Third 

Structure) is 1l¢ below the Tank Wagon Price of 

mo" Gasoline, or 23¢ per gallon below the 


price of Ethyl Gasoline. 
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SERVICE STATION POSTED RETAIL PRICBS 
All dealers and service stations post their 
own retail prices, the differential between 
Tank Wagon and Retail being approximately 4¢ 
on Ethyl and "4" grades, and 3¢ on White 
Gasoline. 
Ve submit as Exhibit Noe =a list of retail prices as 
oxisted between the period of July 17th and July 26th, 1939, 
according to the towns listed in the various parts of Montana. 
On this list we also show, in Red, the Posted Retail Prices 
ennverted to Imperial Gallons for proper comparative purposes. 
THE CHAIRMAN: Now just a minute, Exhibit 
"620" was your Exhibit on Page 4, was it not? 
MR. FRAWLEY: Yese 
THE CHAIRMAN: Now you are referring to tho 
Exhibit on Page 5. 
MR. FRAWLEY: You will find it after the 
next yellow section in the brief. 
THE CHAIRMAN: We want to havo.it marked. 
We have Exhibit "620" in. Now wo have passed to the top 
of Page 5. 
MR. HARVIE: He is explaining just what it 
is before we present it. 
MR. FRAWLEY: Hzni bit "620" in your book, 
Mr. Chairman, follows on right after the first yellow 
Gividing line and now wo are coming to Exhibit "621". 
THE CHSIRMAN: They are no good in the book 
unless Mr. Cutler gets it, that ic all I am suggosting. 
| (DOCUMENT SHOWING LIST oF 
RETAIL PRICES HERE PRODUCED 
AND MARKED EXHIBIT "621".) 


THE CHAIRMAN: Now Exhibit "621" ts the ons 


re atin a 


- 


wg 
= 


Fr] 


H. 


~ 14,574 = 
Millor 


reforred to at the top of Page 5. 


AR. HARVIE: Yes, Mr. Shairman, 
ME. HARVIE: All right ‘ure Miller, you 


should begin at the last sentence in tho first paragraph 
on Page 5. 
These posted retail prices, in wine gallons, however, as 
shown on this Exhibit, de not include State Gasoline Tax 
of 5¢ per gallun and Federal Tax of lg per gallon. 
Therefore, to these wine gzllon prices as shuwn on this 
Exhibit must be added 6¢ per gallon. 

That is markec on the 
Hxhibit, it makes mention <f that area on the Exhibit, 

we further submit as Hxhibit 
Noe 6ighteen photostatic copics of invoices, 

in addition to tho photo-~ 
graphic ecpics in the brief we submit as an Bxhibit the 
original invoicog., 
Mk. HARVIE: Theres is a group of invoices 
being numbered 1 to 18 which aro the original invoices from 
which the information on Pagc 5 was taken and I think that 


might be merkee as the original Exhibit "622". 


THR CHAIRMAN: are the photogrephs merely 
copies? 

MR. HARVIE: Of the originals. 

THE CHAIRMEN: Yes. Vell do you need both 
in? 

MR. HARVIE: No, we do not need both ine 


iio will mark as Exhibit "622" the originals but in the book 
you havo photostatic copies of them. 
THH CHATRMS WN: Yes, the criginal will be 


Exhibit "622 " and the copies are morely for our information. 
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Ae He Miller 
Mie HARVIE: Yese 
THE CHAIRMAN: Now what is Exhibit "622" 
ealitod, "Invoices! ? 
MR. FRA’ LBY: Covering retail purchase of 
gasoline with datos. 


(ORIGIN4L INVOLGES PRODUCED 
AND MARKED EXHIBIT "622". )} 


“TTNESS: The invoicos, the name of 
the town, where purchased, the grade that was purchased 
and the price, in wino galion. 

8 further submit as 
Exhibit No. "622" eighteen photostatic copies of invoices 
secured on purchases of gasoline made at seventeen points 
throughout the State of Montana, whieh ineludo the State 
and Federal taxcs, amounting to 6¢ per wine gallon, and when 
converted to Imperial Gallons are ag follows, and these are 
shown as follows, end then we have extended that, the 
Red figure constitutes the wine priee convorted to 


Imperial Gallon prica. 


( Go to Page 13,576 )} 
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Ao H. Miller 
FRICH per GAL 
INV. NO. DATE TOWN ___GRADE ‘ilne Impe 
L July 18 Browning and Bo AMAL nd 4 
a f4.8 Corem 2nd 24.5 29.4 R 
3 PS Browning lst 2665 4158 R 
4 FRSA Ronen lst 26 ofa Be FR 
a Te kalispell and 24.5 29.4 R 
6 HOM? POM souls and aL 2008. R 
v4 Ha Le Butte , ard 20.0 24.6 R 
8 id € Deer Lodgo lst 26 b1.2 R 
9 ee erat WeYellowstone 2nd a0 50e60 R 
10 thy 2Ib Ltooke. 01 ty and 25.5 30.6 R 
avAB POM 2a Red Lodge lst ae Daven kt 
12 bNkion teiaune! ist 24.5 29.4 RB 
13 Ve Billings and 2a 26.4 R 
LA Pia Lewistown and es) Sw aede ans 
Ld Homes Gteat Falls and a4. 28.60 R 
16 Ww B4 conrad ord ad 20s OR 
ny ie Oo Shelby 1st 20.0 30.6 R 
18 eo Cut bank and Brea Ct. R 


( "R" indicates figures in RED )} 
Q THE CHSIRMAN: . Yes? 
TANK CAR PRICES: 
Tank Car Pricos are gonerally ostablished at a prico of 
23¢ peloy the normal posted tank wagon price at destination. 
Q MAJOR LIPSET?: Mre Miller, just before you 
pass from the invoices, porhaps you might lot us understand 
a little more clearly what thoy intend to shaw? 
A Well further on there, I am trying to show or at loast we 
are pointing out there, Mr. Commissioner, that the pricos 
in Alberta are luwer than they are in the State of Montana, 


that is the whole reason for those. 
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jhere the sub-normal Tank 
“wagon price exists, that is there is a sub-normal tank 
wagon price as shown in the green figures on the map, where 
the sub-normal tank wagon price exists, individual special 
arrengements are made. In the majority of cases the Tank 
Car buyer has to absorb one-half the difference of the sub- 
normal market prico: 

Hart Refining Company, Missoule, Yale Refining Company, 
Billings, and the Home Oil and Refining Company, Great 
Falls, quote 23¢ belcw tke posted tank wagon prico for 
Tank Car shipments, at destination. 
Continental Cil Company, Lewistown, quote 23¢ below 
the posted tenk wagon price, and where the tank wagon 
price is sub-normal the difference is split 50/50 between 
the Jobber and the Shipper. 
This information is submitted in order to make a comparison 
between the price structure prevailing in the Province of 
Alberta, and those thet prevail in the State of Montana. 

It is guite. obvious to ,all 
concerned that Montana is a very competitive state, resulting 
in prices being kept at the lowest possible levels, naturally 
regulated by competition. In addition, the State of Montana 
has many advantages and benefits over the Petroleum Industry 
in the Prvoincs of Alberta, both as to Crude supplies, 
lower investment in refinory facilities, lowor investment in 
wholesale distribution, lower freight rates, Lower truck 
rates, and consequently lower harketing Costs. 

For instance, in order to make 
a fair comparison of freight and trucking rates we guote tho 
actual rates at a number of points in the State of Montana 


compared to those in the Province of jlberta, as follows, 
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and below there we show you the competitive rates, and 
you will note that on e@ 48 mile haul in Montana there is 


a rate of 1.164 per gallon, less than in the Province of 


Alberta. 
COMO ARATIVE RATES ON GAsOLINe IN TANK CARS _ 
A ALBERTA RATL 
Rate per 
per UMN Se TO ee eae 2S ee ee 
Calgary Didsbury 48 1,60¢ 
u Ennisfail 74 Leo 8 
‘M Mintlaw 97 Bea 
i Tilley 123 Be 06 
M Stirling 146 ABC 
" Bdmonton 195 Dela 
ates Pe Sones MONTANA RS Th ee 
Rate Per MONT ANA 
FR OM _ ittes, TO oe ° Lip e- Gale ADV. 
Billings Broadview 48 0 456¢ 1.1649 
SCutbank j Pershing 75 79504 ©9696 
Cutbank Pow or 98 Le L099 eeu 
" Gt. Falls 125 1.465 1.09560 
Billings Mocassin 147 1.86 ©9400 
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Mie HARVIE: Thon we haye a statement for 


freight rates, 1 gallon from destination to key points in 
the State of Montana. 

MR. FRAVLBY: are those referred to on bage 
1, you are using the same? 

Mi. HAaRVIE: Yes, this will be the next 
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WAJOR LIPSETT: Those are different to 


the ones on Page 7? 


A Ditterent points, sir. 
@. That is wheat I mean. 
A YeSe 


(STATEMENT PRODUCED AND 
BERS MARKED EXHIBIT "623". )} 
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MR. OOMMISSIONER LIPSETT: The very first one that you 

have given us, Calgary to Didsbury? 

Yea, 

As compared to Billings and Broadview, 48 miles. Dnes that 
mean the #merican rate is only about 25% the Canadian rate? 
Meso ig, ‘le have computed that on the Imperial measure. 
You note there we say "Rate per Imperial gallon from Calgary 
to Didsbury, 48 miles, is 1.€0 cents per gallon." The rate 
from 4illings to Broadview, which is 48 miles, is .436 cents 
per gallon, which gives Montana an advantage of 1.64 cents, 
for an equivalent gallon. 

it means that the Canadian rate is nearly four times as much 
@sr0e American rate, is thay richa7 

fives Dimes ...O0ver three times. 

Puleee cori over three tines 7 

Yes. 

Almost four times, is it not? 

MR. HARVIE: Very close. 

MR. COMMISSIONER LIPSETT: From Calgary to Innisfail, 

74 miles, is double the American rate from Cutbank to 


Pelotine, Over a mile Longer’ 


Yeo. 
MR. FRAWLEY: - Ore trouble on Paies, soe 
MR. MaCLbOD: Is there any reason why the same 


points would not be used for trucks and freight? There igs 
no suggestion that these are selective? 

No, we just picked them at random and these Exhibits there 
show other comparisons at all points. You will note that 
the comparative rate on gasoline handled by truck, there is 
not such a wide ee in the transportation costs. 


MR. COMMISSIONER LICSSETT: Iwas going to ask you one 
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further question, Mr. willer. Are these rates that you 
haye shown as in existence in Alberta, are those prior to 
this new reduced rate? 

Pes, foe ou viLey BU bts tf am dealing with everything on 
that basis. There has been reduction in the rate sime 
but providing----- 

MR. HARVIE: For some companies’ 

The company may conform and will be willing to agree to 


certain conditions and regulations. 


MR. COMMISSIONGR LIPSETT: You have to make a special contract 


to get this new reduced rate? 

Ves, and there are only two Companies: so) Ler Who agrecd. 
WR. FRAWLEY ; 4 do not want to put the 
Commission Off on a tengent: But when | returned crem my 
Dotideys |i was told thet had been published Ss aerate sud 
that the agreed charge angle had been dropped and that the 
railway companies had published that as a standard tariff 
Pore shippers» That these reduced rates that weyeied 
Pormriy on the agreed rates was now, open to Sil iohapgere. 
MR. COMMISSIONER DIPSETT: Is not that only for &@ month? 
MR. FRAWLEY: That is & question. dis 
true it has been continued from time to time and now it 
has been continued until November. 

MR. COMMISSIONER LIPSiT?: Have you looked. at the scheduis. 
Awe oor a short. time’. 

MR. FRAWLEY : How far does the current 
schedule go, to the end of November? 

I was going to say the extension given; in other words, 
the railways agreed to make this temporary reduction to 


Siiashippers, which temporary raves expire onvOew ber 30th. 
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October 30th? 

And those companies that have not agreed at this time, if 
they do not agree before Ostober 20th they cannot enjoy 

those reduced rates. 

It has been extended three times now. The current extension 
in forces, thbelieve,.the third extension? 

I think the reason is, I do not know whether you are familiar 
with it or not, but the reason is I think that the railway 
Bopr dwane: elds ne: A hen tine in @lbertaon, Oe teber:and, 

Leon 

in connection with the complaints from the Alberta Producers 
Association’ and ‘so forth, and, «therefore, they heve, agreed iD 
allow these as temporary rates until after that meting. 

They told usmetheat:. will expire on Oetober J0th. 

Cn the 3rd of October when the Transport Board comes here, 
that matter of agreed charges will nott come before that 
meeting? 

I do not know. 

Wie inc.. nok at ail. 

I understand that they are to discuss things---- 

They are here for the Province of Alberta and the Alberta 
Petroleum Association on the whole question of crude rates 
and refined rates. But the matter of agreed charges is not 
coming up at all. 

MR. COMMISSIONER LIPSETT: ias it not got to come up some- 
where, ir. Prawley? 

MR. FRAWLEY: Yes, it ultimately has unless the 
companies publish it as a standard rate and let it go. They 
ean do that if they want. 

MR. HARVIE: | Al rien ty litre atld Lenk 
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‘MR. COMMISSIONER LIPSETT: Would it be possible to get the 
exact position now? 

MR. FRAWLEY: Yes) E°wil? Viney outrand will 
be able to tell you to-morrow. 

We have had advice, Mr. Commissioner, that they have 
published them as a temporary rate and that they will 
expire on October 30th. 

MR. FRAWTBY: There is no doubt.ahout* that. 
It so states, but, as I say, it has been three times post- 
poned now. 

Notwithstanding this, our basie price in the Province of 
Aibperta’ is lower than that prévaidins inthe otaperor 
Montana, as at’ July 20, 19393 °9which is"as ToLtows. 

Caleary NetTank VYagon 14.756¢, which is 15.50¢ Leas sates 
bax, aS against the price at the four basic points im the 
State of Montana of 15.00y¥ for an equivalent gallon, whieh 


mrlces are ficure. as’ follows: 


CALGARY MONTANA 
Me GL We LB e5O0 Rasic Price in Wine Gal. 18.50 
Less Sales Tax 744 Less Taxes 6.00 
Rie Pere) 
AG Ga As DO” 
Basie Price in terms of 
Basic Price Lee The imperial Galion 15.00 


T may interject and say that in the Montane map, as 
mentioned elsewhere, we have shown the posted tank waggon 
prices of the various grades of gasoline in wine gallon 
measure shown in black and also the conversion of these 
prices for comparative purposes into Impérial gallons 

Shown in red. I would like to take the opportunity at 
this time, however, to remind the Commission that in making 


these conversions into Imperial gallons we have done so 
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on a conservative basis, by merely adding 1/5 of the 

wine gallon posted price, which included the Federal and 
State taxes, to that price, in order to arrive at a 
comparable price for dmperial «allons: -Bweadteiwe had 
figured it on a strictly comparative basis, which would 

be to deduct the Federal and States taxes from the pusted 
tank waggon price in wine gallons, and convert to Imperial 
gallons and then add the Canadian tax, that is the sales 
tax and Provincial tax, it would have resulted in a 
corresponding Imperial galion + price being approximately 
-55 cents higher than this shown on the Montana map. In 
other words, we did not wish to set that price structure 
up on that map on any other basis than a moderately con- 
servative basis. 

You will note that notwithstanding the greater Refine ry 
facilities and centers in the State of -ontana, the tank 
wagon prices are comparatively high when compared to thcse 
existing in the Province of Alberta. 

In our former evidence we have submitted the necessary 
statistics and information which clearly indicate that the 
Petroleum Industry in the Province of Alberta is’ not 
securing a return commensurate with its investment, and we, 
therefore, believe that this Commission should consider. the 
comparison of the basic price in the Province of alberta 
compared to that in the State of Montana, believing it 
would be unreasonable to expect the Canédian Petroleum 
Industry in the Province of Alberta to be 7" an equal price 
pasis to that of -ontana. 

The Commission Counsel has on several occasions maintained 


that they are not interested in the price to outside areas 
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in Une Province of Alberta, but are only interested in the 
Basic Price at Calgary. Therefore, We maintain that as 
our base price is lower than that prevailing at the Basic 
Points in Montana, any additional cost to the consumer in 
the Provinee of Alberta is only that of freight, and as the 
freight rates are considerably higher than those existing 
in the State of Montana, this is a matter over which the 
Petroleum Industry has no contrcl, any more than they have 


+ 32 
t 


ag to Srude supplies, which determine the Refinery Base Points. 
MR. FRAWLEY : I Suppose it is wholly unnecessary 
for me to make any comment that I maintain that we are 
imterested 2n the Calgary price, 1% is for the very reason 
that Mr. Miller hes stated, and I do not quite understand 

Woy He quotes me. The price structure im the Province jor 
Alberta is-Galgary plus freight, except from Claresholm 

south. That is why i say the Commission can usefully 
examine the Calgary price and everything else is fréeient. 


Dig you take any more than that from my repeated statement 


£0 Ghat effect. For simplicity 's sake, we are Only conceraed 


With the Calgary base price and everything else is trans- 
poration codt. That 1s true, 18.230 note 
I just wanted to make that point clear. When I said our 


price is based on Calgary plus freight, you have said on 


\ 


several occasions when we have diseussed other areas that 
you are not interested except in the Calgary base price. 

I am trying to make clear to the Commission that our base 
price in Alberta for an equivalent gallon to that in the 
erate of Montana is lower.than, it is im Montana. And - 
think it is only reasonable to also point out the many 
advantages Montana had in the lower cost of operation, 
which I have emmerated here, and,therefore, I think it, 


comparing all our prices, indicates they are very reasonable 
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A. H, Miller. 
in the Province of Alberta, particularly in view of the 
fact that we are not making a return on our investment 
commensurats with the investment we have. 
Now, I suppose we are not at cross-purposes at all. Am I 
not right in saying that to find out the fairness or other- 
wise of the Alberta price structure, one seeks to determine 
the fairness or otherwise of the Calgary price. That is 
Tee point, is at note 


Treg Sieh Gs 


And then everything els6 18 Treieht..) We are allsecreed about 
that? 
TH" CHAIRMAN: Except the witness makes it a 


point that Montana is a highly competitive field and it is, 
therefore, to be assumed that the price level is as, Low as 
may be and that since we are lower than Montana, if anything 
it should be the work of this Oommission to recommend an 
increase, and certainly not make a price to the consuming 
public lower than they are able, to,obiein in eyienin 
competitive field next door tous. That is the point, ‘‘r. 
Pile te take Lie 

That is right. 

MR. FRAWLEY: Then the Commission's work could 
have been finished in about ten days. We would thoroughly 
examine the competitive situation in ontana and we would 
<ieelpatial their prices.are highor, than, ours.2ndy,. orgoa. there 

is nothing to be done about the alberta price. Very simple. 
But, as you know, we have made a most assiduous effort toa 
analyze, break down and dissect everything that is in the 


Alberta price so that we on our own can say whether or not 
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Ao Hel Milvers 
THE CHAIRMAN: ~| Suppose. gam. Miller is. quite 
alive to the fact that to say the Montana prices are so much 
and the Alberta prices are lower a ‘fortiori, the 
Alberta price should go up without establishing that those 
competing in Montana did not rcach the proper price level. 
They may be making enommous profits. It 18 open to argue \ 
that they are. The fact we were a little lower would not 
be the answer. 
(ene is One thing, wr. Chairman---- 
,OUrsey UG Tieva Tarr inherence .bhepwene neledolne so becauce 
experience teaches that competition drives down the price. 
Thei tis as ifar as yousgo thuasfar? 
WeEul, 2hihas been stated on ene or) two! cce@asiona” uty 
Commission Counsel that we did not have competition in 
Alberta and maybe if we had keener competition prices would 
be lower. I can only say that when you look at that map 
covering the State of Montana you note there that there are 
46 refineries of all types and sizes, many of which are 
owned by independent operating companies. I do not think 
tToere, ise aliotatey pessibly outside of Texas, thes 
ig any more competitive in the Union than the State of Montana. 
Yet notwithstanding all that competition in the area we,cover 
of 1950 miles, over which we have secured these various 
prices, and in view of the posted price list of the 
Continental Oil Company, ..arch 24th, 1939, it would indicate 
that these prices are being secured throughout that area 
notwithstanding all that keen independent type of competition 
from refineries that they have. 
How do the .-ontane prices for crude compare. nave you 
considered that? 


ea I have them on the same date, Mr. Chairman. At least 
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A. H. Miller. 
I should have. Well, dealing with the question of the 
erude prices, Mr. Chairman, on November 16th, 1937, the 
Kevin-Sunburst price was 90 cents. 
MR. FRAWLEY: November 16th? 
November 16th, 1937, the Kevin-Sunburst price on crude was 
JO cents a barrel, 
And posted so? 
And posted so, yes. 
You will find that in the "National Petroleum News"? 
And on October llth, 1938, the Cutbank posted field price 
was $1.10. Now, those prices have not changed, according 
to the "National Petroleum News" and other records since 
that date. 
THE CHAIRMAN: And the comparable figure in 
Alberta? 
Is &1.,---what ts Shte posted price to-day? 
Team trying to get a comparable product. Just take your 
time and work it out. 
MR. FRAWLEY: Exhibit "145". “Mr. wav. is 
going to Look it up. 
MR COMIISSIONER LIPSETT:” While that 18 béing’ worked out, 
I wonder if you could give us some idea of how many of 
these $3 refineries are refining any Srd structure gas in 
Montana? 
y could get that for you, Mr. Commissioner. 
dust to get an idea. 


M 


aybe you would lice to see the refineries too. If you 
would, we will let you have a photographic album of all the 


refineries there. 


“Yell, it was more to get an idea of the quality of product 


they were turning out. 
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PoVitieeet you have. that. Sit. 

MR. HARVIE: Your question was, the number 

of the 43 refineries in Montana that manufacture all grades 
of gasoline. Is that the information you would Tike? 


MR. COMMISSIONER LI 


a 


POETT: It was just to.see what the 
general view was of competition in "Q" grade and ethyl. 

MR. FRAWLEY: Mr. Watt says he cannot work it 
cule trom there. 

MR. WATT: There a@re-no sravities given in 
hie) Rational Petroleum News". 

Whilet those prices, as I gaid, have not changed, that is 
Ome posted price, our information is. that Cutbank crude, 
parvtaculerly over the past twelve months, could have been 
Dieelasen as Low as 380 cents a barrel, aud 1 pelzeverin 
pome Gases Less than that. Although there ig a posted 
price of 1.10. We have no cases of that kind in the 
Turner Valley field. The posted price is maintained and 
iGo1S paid in all cases. Now, 1 thought) itp mighty be 
interesting and it might be of some value to the Commission 
experts if we supplied you with a statement which covers 
the total gasoline sales in the State of Montana by refinery, 
byupdisiributors and by jobbers and by tewns, for the years 
1937 and 1938, It might be of some value. You might te 
wanting to make comparisons between the sizes of some 
distributors and jobbers and the sutput of the various 
refincries, some time later, in which casc there is one copy. 
MR. HARVIE: There is just a compilationo?f 
facts and figures in connection with the wontana business 
that might be of extreme interest for rcference purposes. 


(DOCUMENT IN QUESTION IS NOW 
MARKED EXHIBIT "624", ) 
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A.” H. Miller. 
THE CHAIRMAN: Exactly how do you describe that, 
Mee ory y 
MR. HARVIE: it is the gallonage handled by 


the various concerns. 

by ail companies. All companies operating in *.ontana 
broken up for the yearg 1937 and also for 1938, with 
percentages and details of each company. 

MR. FRAWLEY: What is the source of the informa- 
tion, the State of Montana? 

Yes, the State of Montana. That is the Government of 
Montana. From the Government of Montana. It is their 
statistics. 

THE CHATRMAN: Is there anything further you can 
conveniently start, or would you rather make a fresh start 
to-morrow.,;, We will sit for another five minutes or so if 
taere is snything you feel you can complete au ala. 

MR. FRAWLEY ; AS I look at the brief for the 
first time, Mr. Miller i¢9 now gfoine to reyiew ne evigence 
put in this morning. Perhaps he can GO thal brier lyse re 
is going to review Mr. Miller's evidence and Mr. Bostock's 
evidence. 

That is right. 

Perhaps he could go over that quickly. Mr. Miller may 
have to stay over because I have received this material for 
the first time to-day and I may have to ask a few questions. 
Lut it Mignt serve 4 purpose if you could do that quickly 
in a few minutés. 


RE: IMPORTATIONS INTO ALBERTA 
FROM THS STaTs OF MONTANA. 


Ye have already submitted evidence pointing out trat gasoline 


produced in the State of Montana is being sold for export 
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Pann BU ST 
into Alberta at prices considerably below those which are 


established for domestic consumption in the State of Montana. 


We now wish to submit further evidence and confirmation by 
way of Statutory Declaration and actual invoices, that it 

is possible for any individual Canadian consumer to purchase 
in small quantities, drum lots, in the State of Montana, 
provides only, however, “It is for export Into Canada, at 
prices considerably below the established tank wagon price 
in the State of Montana for domestic consumption, and even 


below the established tank car price. 


The evidence we are submitting covers purchases made by a 
Locan Varner who Tesices in the vig iniiy sor Gi kh Raver a eae 


Soeule Meme Cf Hubert Miler. 


nis’ DecVvaration is filed as Exhibit No. 615, and consists 
eof tne following information: 


(a) STATUTORY DECLARATION OF HUBERT MILUER: setting out the 


purchase of certain gasolines and distillates therein 

enumorated, and importation of same to the Dominion 

Of Uaneda. To this declaration are atiachedias 

Exhibits: 

(1) Invoiee No. 28009, of the Hannab-Porter 0o., dated 
July 12,°1959 at Sheloy, Momtane, ccvering: tie 
purchase of 165 gallons of Distillave at 6y. per 
Wine gallon, totalling $9.95. 

(2) Pnvoice No. 0.08495 of Cut Bank Retining Udmpany, 
dated July 12, 1969, at Gulbank,: Montana, covering 
108 gallons of Gasoline at 6¢ per wine gallon, 
totalling #6.48, and 54 gallons of Distillate at 
BEd per wine gallon, totalling $2.97, or a grand 


hovel Of B9.45- 
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A. He Milier. 


(3) 


Invoice No. 02355 of the Treasure State Refining 
Company at Shelby, dated July léth, covering 110 
gallons of Gasoline at 5&¢ per wine gallon, or 
66.05 and 110 gallons of Distillate at 5¢ per wine 
galion, or G5.50, or 4 grand total of $1.55. 
Canadian Customs —- Entry for Home Consumption, Form 


B.l-amended: Showing a duty of $5.24 and Sales Tax 


of $4.18, or a total of $9.42 paid on the importation 


of the purchases mentioned in the above invoices. 
Canadian Customs "Form 1", being the "Oath or 
Affirmation of the Owner or his agent or attorney 
in Canada, prescribed to be made in cases where 
the goods have been actually purchaged for 
importation into Canada.” - 

Government of the Province of Alberta, Form F.0.14, 
being ah Interim Puel oll Tax Receipt, fo.0/14, 
dated July Ldth, L9od) eacknowledzine rece ps or 
go9.71, being the Fuel O11 Tax on 683 gallons of 
Fuel Oll imported by Hubert: tiller es therein and 
herein set out. 

Canadian Customs Certificate Ma, dated July 12, 
LUS9, sovering Ss puronease Trom tie. Bome. (ids vam, 
Refining Company at Conrad, Montana, of 2 barrels 
OT LLO’ gallons Of List Llate, 66 cs orive Of om. 

per wine gallon or a@ total of 6.60, end 6 barrels 
Or 165 gallons of s8s80line al a2 price of).6) ger 


wine gallon, or $9.90 being a total of $16.50. 


The Customs Tariff Revised Statutes of Canada, 1937, 


section 6, 


as amended provides in part as follows: 


"Seetion 6..(1) in the case of articles exported to 


Canada of a class or kind made or produced in Canada, 
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if the export or actual selling price to an importer 

in Canada is less than the fair market value of the same 
article when sold for home consumption in the usual and 
ordinary course in the country whence exported to Canada 
at the time of its exportation to Canada, or “is. less than 
the fair market value or value for duty thereof as 
determined under the provisions of section thirty-six 

of the Customs Act or is less than the value for duty 
thereor as determined by the rinister under the provisions 
of paragraphs (a) and (e) of section forty-one of tne 
Customs act, or is less than the fair market value thereof 
as fixed under the provisions of section forty-three Of the 
Customs Act, there shall, in addition to the duties other- 
wise established, be levied, collected aud paig) on sucu 
article, on its importation into Canada, a special or 
dumping duty, equal to the difference between the said 
sélling price of the article Tor export, and the said fair 
market value thereof or value for duty thereof; and such 
special or dumping duty shall be Levied, collected 2nd 
paid on such article although it is not otherwise dutiable, 
"Section 6. (4) ‘Export price' or raeiiene pricet in 

this section shall he held to. mean and include Une 
exporter 's, price for the goods,.exclusive of all charges 
thereon after their shipment from the place whence 


exportea directly to Canada." 


We have submitted evidence showing the Posted Tank Wagon 
Prices of Grade #1, Ethyl, Grade #2, "Q", and Grade #3, 
White (Third Structure) in the State of Montana, which are 


the wholesale prices of the trade in that State, and that 
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A. H. Miller. 
the regular established tank car prise is 23¢ below the 


prevailing tank wagon price at destination. 


uaving nuw submitted documentary evidence by the original 
invoices covering the purchases of gasoline amd distillate in 
the State of Montana, and the Statutory Declaration whereby 
in quantities of 10,000 gallons or more this individual could 
purchase at 1/2;: per gallon lower He the Lowest price at 
which he was able to purchase in drum lots, together with 

the terms of the Statute covering dumping regulations, we 


feel we have established a bona fide case, which should 


have the immediate attention of the proper authorities. 


in connection with that, Mr. Chairman, I would like to 
submit a blank copy of an invoice. 

What do you mean by that, a blank copy of an invoice? 

MR. HARVIES lt is the Customs Declaration 
form, which shows what informatinn is required to be given 


at the Borcer. 


‘THE CHAIRMAN: Ch, yes: 


And I want to read paragraph 4. 


THE CHAiRMAN: You want to put that in? 
Xes.. 
MR. FRAWLEY: There 1s one of these in already. 


Mre Sacleod put one in. 

THE CHAIRMAN: Exactly the same, lir. Macleod? 
MR. MACLEOD: i presume ‘so. It is the 
Statutory Declaration you take to show the price. 

MR. FRAWLEY: And Mr. Hubert Miller put one in 
this morning. 

MR. MACLEOD: Yes, i think that is the same 


thing, showing that the price does not exceed the home price. 
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Ef CHATRMANS: '4 has been made an Exhibit. 
Read the paragraph you want to draw attention to. 
That the gaid invoice also exhibits the fair market value 
of the said goods at the time and place of their direct 
exportation to Canada and as when sold at the same time 
and piace in like quantity and sondition for home consumptic 
in the princival markets of the country whence exported 


firectly to Canada, and that the said fair market value---" 
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MR» MACLEOD: Mir. Milles, the 
object of that, as you understand it, is to estab- 
lish the fact whether a dumping duty is payable or 
not, that clause which you have just read? 

Phat, ps) right « 

And those are submitted with every importation, one 
of those submitted with every importation? 

That is right, that is my understanding. 

If that declaration is made and accepted and not 
questioned by the Governmental Department, that 
establishes the fact that on that particular shipment 


no dumping duty is payable, that is the procedure, is 


it, note 

THE Gil ThwAw: That establishes the 
facts 

HiRe MACLEOD: That the conditions are 
suche 

THE CHAT AN: That the Customs people 


have acespted the statement of the person coming be- 
fore then. 

MR. FRAWLEY: As being true. 

MR. wACLiOD: That declaration being 
made and not questioned by the Customs Department, 
then it establishes the fact that on that particular 
shipment no dumping daty is payable or collectible. 
THE CHAIRMAN: It establishes that 
fact undoubtedly to the satisfaction of the Customs 
people. 

hike FRAWLEY: iind then it is all open 


to review. 
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TH CHA IRAN: It does not establish it 
as a fact in all other forums. 

aie MACLEOD; ,uite so but that is the 
fact, that that is the reason for that particular thing, 
to show that on that shipment no dumping duty is pay- 
able, subject of course to being questioned. 
manseindetihateisa the intent of it. 

MRe FRAWLEY: And what you say, Mire Miller, 
is this, be it at Coutts or at Ottawa, the Customs 

people are lax in their duty in not enforcing this, and 
you have said that tO the isinister of Finance, have you, 
O® the winister of National Revenue? 

We have. 

Me MACLEOD: Mr. Miller, to be particular 
about this, cach particular importation is covered by a 
declaration such as that and it is dealt with on that 
basis? 

Well I imagine every importer has to make that dec- 
laratiou when he clears at the Border. 

And if you have made any such statement as Mr. Frawley 
reports you as making, I suppose you do not pretend to 
comment on every particular importation? 

Well so far as, if you, so far as the Federal Government 
is concerned, we have and still are submitting as much 
documentary evidence as we can to them te see if we can 
enlighten them on the situation in order that they will 
adjust the duty, the dumping duty rather, to be in line 
with the fair market price for these goods in the State 
of tiontane » 

WR. FRAWLEY: Perhaps, Mrs liiller, iit. 
Macleod is referring to my second last comment. You say 


that the customs officers, whether at Coutts or at Ottawa, 
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ave lax in their duties, they are not properly en- 
forcing the Statutes which take care of dumping duty? 
ri) Ll think the eviderce shows that. 

Q, And Mr. Macleod says you are not saying that with 
respect to any particular invoices, you are saying 
that generally? 

A Yes, generally. 

Q, Just one more question, and we may have to examine 
further on this in the morning, I see no reference 
made whatever in your case at all with respect to the 
importatations of the Texas Company, you do not mean 
that they are all committing violations, except the 
Texas Company, or do you? 

A Well I think, tir. Frawley , what I mean to convey is 
this, that the, if the Canadian Customs are permitting, 
regardless of who they are, shippers, to export into 
Alberta at a lower price, than the fair market value 
for that commedity in the same area to the domestic 
consumer, then they should adjust their rates of duty 
tc offset the difference cr the low price that they 
are purchasing and exporting for. 

Q I know, but I simply say that I am struck by the fact 
that you seem to have made a careful investigation of 
the Miontana situation, gone down there and made pur- 
chases, you have notes of transactions in montana and 
I see nothing here with respect to the sompany which 
Oranes In L think most of the imported gasoline. 
uWRe HARVIE: The Texas Company has 
Sibeaau: submitted that evidencee It is all there and 


it is open tc us to argue on that we think. 
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MR. FRAWLEY: t think the question is 
a fair one. 
MR.» HARVIE: © Oh yea, I think so. 

Q MR. FRAWLEY: i see nothing in your. 
brief with respect to the Texas Company, is there 
anything significant about the fact that you have not 
mentioned them, whether it be for the purpose of con- 
firming the evidence put in by the Texas Company or 
not, is there anything significant about the fact 
that you have left the Texas Company out of your 
investigation altogether? 

A Wo, I do not think so, ir. Frawley. I understand that 
the Texas Company are abiding by the arrangements which 
they had with Ottawa relative to importations. 

a phe ttn 

A ra I just have taken that for granted but apparently 

these other shippers in tiontana are not. 

Then I just want to know what your submission is to 

the Commission? 

THE CHATRMAN: we will hear that in the 

morning and there may be other questions that we may 

want to ask Mr. wiiller too. 

MRe FRAWLEY: Quite sO. 


THE CHATRMAN : We will now adjourn. 


(The Inquiry was here adjourned to be resumed at 10:50 


A.M. September 27th,1959.). 
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